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A CASE HISTORY IN MERIT RATING 


By RANDOLPH S. DRIVER 
Industrial Relations Department 
The Atlantic Refining Company 


While merit rating is generally considered essential to an equitable wage structure, 
employee disinterest and lack of objective criteria have frequently led to the failure 
or desuetude of rating programs. In this case study of merit rating in the offices 
of The Atlantic Refining Company, Mr. Driver outlines five fundamental steps required 
for the successful application of merit rating to an industrial situation. The errors 
to which rating is susceptible are analyzed, and the necessity of a qualitative 
approach is stressed. 


[' IS not intended in this article to present the facts involved in this 

study for the purpose of scientific analysis but rather to outline the pro- 
cedure required in the application of merit rating to an industrial situation. 
For this reason it will be of more interest to the office manager and per- 
sonnel director than to the industrial psychologist. Likewise, no attempt 
will be made to go into great detail as to the theories underlying the tech- 
nique or the modifications involved in applying these theories, since to do 
so would unnecessarily extend the length of the article. 

The author makes no claim to originality in developing the methods, 
since most of the material has been adequately presented in other studies. 
If any part of this study is original, it is probably the organization of the 
material to meet the specific demands of The Atlantic Refining Company. 
The actual rating forms were devised by the author but resemble those 
described by others. It should be emphasized that the whole purpose of 
the study was not to produce something new in the way of rating, but 
merely to analyze the requirements of a particular situation and to adopt 
whatever tools were available to the solution of the specific problem. 

There was no hope of producing an objective method of measurement 
by means of merit rating. It was appreciated that in rating one deals 
entirely with the opinions of individuals and that nothing can be done to 
change such subjective estimates to completely objective appraisals. How- 
ever, rating in the broad sense of the term has been, and always will be, 
present in any organization. For example, a statement by a supervisor to 
the effect that “John Smith is better than Bill Jones” is a rating of those 
two individuals. However, such a procedure lacks organization and is 
called for only at the time it is needed instead of being established in 
advance. The intention, therefore, was to produce from the opinions of 
the supervisory force an orderly, organized and systematic array of informa- 
tion which would be available at any time. It was especially desired that 
such opinions be reached before pressure for a decision in connection with 
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an employee might warp the judgment involved. It was recognized that 
individual ratings are always opinions and can rarely be anything more 
than that, but that they might serve to indicate definite trends, and gain 
in validity as well as in value to the company through organization. 

S. L. H. Burk, in his case study of salary and wage administration,* 
outlined three fundamental steps in job evaluation. They were: the collec- 
tion of facts concerning the jobs; the comparison of jobs based on these 
facts; and the evaluation of the resulting job comparison schedule in terms 
of salary or wage differentials. ‘To some extent merit rating follows the 
same approach. The first problem is the collection of facts concerning the 
individual; the second is the comparison of individuals on the basis of 
these facts; and the third is the use of this material in solving the problems 
presented by these individuals. 

Obviously, in a number of respects job evaluation is, and probably 
always will be, more valid than merit rating in that the first step in job 
evaluation involves a collection of facts about the duties and requirements 
of the job. This material lends itself to more accurate measurement than 
the collection of facts about the individual. Furthermore, the facts about 
the job are collected by job analysts especially trained for this work, while 
in merit rating a great number of relatively untrained raters must be de- 
pended upon to amass the data. ‘These and other factors relegate merit 
rating to the category of a subjective estimate and, consequently, limit it in 
value. However, properly to administer and to give force to a job evalua- 
tion program, it is necessary to supplement it with some means of evaluating 
the individual on the job. 

The Atlantic Refining Company and its subsidiaries are engaged in 
producing, purchasing, transporting, manufacturing and selling activities 
in connection with petroleum and its products. This company employs 
some 12,000 individuals, who are scattered along the Eastern seaboard, in 
some parts of the Southwest, and abroad. 

There were at least five reasons why merit rating or some other similar 
personnel device was considered necessary in order adequately to handle 
this company’s personnel. 

First, the size of the company makes it impossible for any personnel 
division of practical size to “know” all the employees. Some few employees 
were well known in the Personnel Division, others were known only by a 
few fundamental facts (such as age, education, salary, position and test 
scores), while for others even less information was available. Likewise it 
was found that too little was known about the actual performance of the 
individual on the job. 


*“A Case History in Salary and Wage Administration,’ Prersonnet, February, 1939. (Reprints 
available from the American Management Association at 25 cents each.) 
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Second, merit rating was needed in order to reduce the number of 

= | recommendations for salary changes made on a basis not in accord with the 
oni present policy of the company. This policy requires that such changes be 
made on the basis of individual differences in performance. It was thought 


n* f that an adequate system directing the attention of the supervisor to each 
lec- | employee would reduce at their inception the number of erroneous recom- 
— 7 mendations. 

_ ‘Third, the trend of present-day labor problems has shown that in many 
the instances employers are handicapped in acting justly in various disputes 
= ; because of lack of information concerning the employee’s performance on 
O ' 


the job, and through experience it has been learned that information 
obtained at the time of the dispute is apt to be prejudiced and of little 
actual value. 
; Fourth, in the attempt of the Personnel Division to install better 
methods of selection it was necessary to standardize these methods against 
records of actual performance of various individuals on the job. In many 
instances, production records were available which could serve as a basis 
for such a standardization procedure. Even when these records were avail- 
able, however, it had often been found that they were too limited in scope 
to serve as a sole criterion and, consequently, had to be supplemented by 
attempted measurements of other factors. 
Fifth, and finally, since the policy of the company is to promote from 
within wherever possible, and since the administration of such promotions | 
is an important function of the Personnel Division, more information was 
required about each individual in order to guide him into the job for 
-” which he might best be fitted. 
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ies In general, therefore, it was the hope that this program would have a 
om threefold value. First, it would assist the employee in enabling him to 
= achieve adequate recognition for whatever services he performed. Second, 
it would aid the supervisor who completed the rating in that it would 
lar organize his thinking in connection with his subordinates. Thus it might 
le enable him to produce more efficient work through greater appreciation of 
the abilities of the individuals within his department. Third, it would 
nel aid the Personnel Division in improving the effectiveness of its personnel 
—_ 7 policy. 
fea The author has noted the emphasis placed by some investigators on 
aos the fact that merit ratings of performance and those for use as promotional 
“ material may or should be distinct. In this program the emphasis has been 
he placed on the transfer of all available information to a central agency such 
as a personnel division. There this information is coordinated with all 





me , other available material in order to determine the promotional possibilities 
I as well as present level of performance. Thus the raters are not asked to 
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interpret the performance of their employees or to evaluate their possibili- 
ties for future development. Such interpretations are made by. individuals 
in the personnel division who have specialized training in the analysis of 
such material. 

Hence this distinction as to type of rating seems somewhat academic, 
if not unnecessary. To the author, it appears foolish to hire personnel 
specialists and then to require the raters, who may or may not be trained 
in personnel practices, to make the analyses and decisions. This is a highly 
complex task and one that requires experience and training, and conse- 
quently it can best be handled by those who possess such qualifications 
and in addition have all the available information concerning the employee. 

In 1938 we found ourselves with an adequate system of job evaluation, 
with all office jobs graded according to difficulty and importance and with 
minimum and maximum salary levels attached to each. However, although 
we had had various systems of merit rating in effect during the previous 
15 years, the results obtained from the existing system were not sufficiently 
reliable to be used as a basis for salary adjustments, promotions, transfers, 
etc. ‘Therefore the next logical step in our salary administration program 
was to devise a more reliable method of analyzing the individual in the 
job in order to accord to him the relative salary position which his efforts 
and their results merited. 

There was no hope at the outset of this rating program that it would 
be a complete solution to all these problems. However, there was no other 
known feasible method of obtaining the information necessary for the 
adjustment of the individual. Further, it was believed that more might 
be done in deriving maximum value from a merit-rating program. At no 
time, however, did any of those involved in this investigation expect that 
the results would approach in accuracy such measurements as production 
records obtainable for routine, mechanized work. The best that they hoped 
to obtain was some indication of existing trends and a classification of 
employees into large groups based on their relative abilities. 


MERIT RATING DIFFERENTIATED FROM JOB EVALUATION 


S. L. H. Burk has indicated that the aim of job analysis is “to define 
the duties and responsibilities of all jobs. . . .” Merit rating attempts to 
describe the individual in the job. Thus, theoretically, job analysis should 
produce a description of the job regardless of the individual incumbent, 
and, theoretically, perfect merit rating should produce a description of the 
individual which would be constant regardless of the position held. 

Actually one never attains this ideal. The individual in the job, except 
possibly in the case of the most routine jobs, warps the content of that 
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position to meet his own particular desires and abilities, and the position 
held by the individual may prevent the rater from obtaining a true picture 
of the incumbent’s ability. Thus merit rating is a function involving both 
the individual and the job, with emphasis on the individual, and job 
analysis primarily involves the job, which is influenced by the individual 
incumbent. 

As previously mentioned, descriptions of jobs tend to be more objective 
than descriptions of employees in the jobs, and the facts about jobs ordi- 
narily are collected and analyzed by a few highly trained job analysts. The 
possibility of developing a comparable group of “man analysts” is a highly 
attractive one, but the reaction to such a program in an industrial situation 
would probably be unfavorable. Thus the success of present-day attempts 
at merit rating rests largely upon the ability to train a multitude of super- 
visors to act as “analysts.” Since in most situations the raters will prove 
to be a heterogeneous group, the process of developing merit ratings com- 
parable to job ratings will be a slow, uneven attempt, probably always less 
successful than its more objective counterpart. 


OUTLINE OF PROCEDURE 


This program of merit rating embraced five fundamental steps: first, 
to develop a method which would produce satisfactory results in a par- 
ticular situation in the offices of this company; second, to explain this 
method thoroughly to those who would come in contact with it; third, to 
install the program in the organization; fourth, to interpret adequately the 
results obtained in conjunction with all other existing information con- 
cerning the employee; and fifth, to promote the use of this material in 
every possible situation. 

In an article of this kind it is impossible to discuss each of these steps 
completely, but for those who are contemplating a rating program it may 
be of interest to outline the procedure followed. Some of the obstacles 
which presented themselves will also be indicated, as well as the methods 
which were used to solve or partially solve these problems. 


DEVELOPMENT OF THE METHOD 


The first step in the reorganization of the then existing rating program 
was a thorough study of the Personnel Division’s experience with this 
material. Generally speaking, this problem divided itself into two parts: 
first, the problems that arose from the actual rating form used; and second, 
the problems that arose from misconceptions in the minds of those who 
were filling out the forms. In order properly to appreciate these problems, 
it is necessary to understand the conditions under which the existing rating 
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system had been installed. 
pleted an evaluation of most clerical jobs in this company and carried the 
study to its logical conclusion by recommending merit rating. 
visors were furnished the rating form and definitions of various traits and 
terms involved—without, however, the thorough explanation deemed neces- 


In 1931 a firm of management engineers com- 


The super- 


sary in this new program. As a result, over a period of time the rating 
sheets tended to become simply a method of substantiating the salary recom- 
mendations of these supervisors. Rather than base the rating on an analysis 
of the individual, some supervisors apparently recommended increases and 
then rated to support their recommendations. 

Also, as an administrative policy, the rating sheets were distributed 
in conjunction with a blank known as the “Change in Rate Form.” Thus 
the supervisor was asked to complete a recommendation for salary change 
and the rating simultaneously. Although this procedure had many prac- 
tical administrative advantages, it produced two problems that offset its 
value. The first of these was that the supervisor rated his individual 
employees on different occasions, depending upon the date of the anni- 
versary of employment. ‘Thus the rater had no basis for comparison among 
the various employees under his supervision. The second was the fact that 
salary and rating were so closely tied together that it was almost impossible 
to achieve a rating uninfluenced by the desire to support the recommen- 
dation for or against a salary increase. 

The situation existing at the time of this study has been outlined 
merely to indicate some of the problems which arose through the use of a 
rating system which in itself might be entirely adequate but which was not 
adapted to meet the requirements of the particular situation. The criti- 
cisms expressed respecting the previous rating technique are not criticisms 
of that method as a scientific device but merely criticism of the way it 
functioned in this particular situation. The problem, therefore, was first 
to analyze the factors influencing rating in this particular company, and 
then to develop a method designed to satisfy these demands. 

This résumé of the analysis of the situation has indicated that the 
dominant factors in the lack of success with the previous program were 
lack of adequate “sales” activity in its installation, failure to train those 
who were to rate, and weaknesses in the rating form itself. The next step 
was to develop methods designed to correct these faults. 


“SELLING” RATING 


There are a number of ways in which the purpose and method of the 
proposed rating plan could have been explained. Of these, the following 
were considered as most nearly suited to the situation in this company: 
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1. An explanatory letter. 
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ho 


A series of discussions on rating methods to a large supervisory 
group. 

Small conference groups. 

Individual instructions. 

A rating manual. 
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t was believed—and subsequent results indicated that this was prob- 
ably correct—that the greatest return in proportion to the effort expended 
would be achieved from the use of the conference method with small 
groups. At the same time it was realized that the creation and maintenance 
of the proper attitude toward rating would require more extensive training. 
Consequently, it was planned to supplement the original instruction periods 
by additional conferences when and where needed. The project of develop- 
ing letters of instruction and a rating manual was undertaken only after 
the rating plan had been in operation over a year. 


The first step in the attempt to install the new plan was to explain 
the procedure to the major executives directly concerned with personnel 
policy. It was considered necessary to obtain their approval and support 
in order that this plan might operate satisfactorily. Probably no rating 
system can succeed unless those who are intended actually to perform the 
rating operations are aware that the “top” management is vitally interested 
in the success of the program. If this is not the case, the interest and effort 
necessary for its success will be so lacking that the inertia of the group will 
be sufficient to vitiate the results. 


The first hour of each conference series with the minor executives 
and supervisors was devoted to an explanation of the necessity for and the 
purpose and value of a rating system. The value of merit rating to the 
employee, supervisor, and the Personnel Division was stressed, with par- 
ticular emphasis being placed upon the importance of the program to the 
individual employee and to the supervisor. Most of the raters’ conceptions 
of rating included only its importance to the personnel department, and 
few realized the potential value of this device to their subordinates or to 
themselves. Full opportunity was given for free discussion of this important 
point, and every effort was made to develop a comparable point of view 
in the minds of the supervisory force. 


It is the author’s opinion that “selling” the need for and use of rating 
represents one of the most important steps in the entire program. If the 
individuals who are to rate can appreciate the importance and value of the 
method of appraisal, they will be more apt to devote to it the time and 
energy required for its success. Without supervisory as well as executive 
interest, little can be done; in fact, under such conditions, the rating forms 
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dominant factors in the lack of success with the previous program were 
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1. An explanatory letter. 

2. A series of discussions on rating methods to a large supervisory 

group. 

3. Small conference groups. 

4. Individual instructions. 

5. A rating manual. 

It was believed—and subsequent results indicated that this was prob- 
ably correct—that the greatest return in proportion to the effort expended 
would be achieved from the use of the conference method with small 
groups. At the same time it was realized that the creation and maintenance 
of the proper attitude toward rating would require more extensive training. 
Consequently, it was planned to supplement the original instruction periods 
by additional conferences when and where needed. The project of develop- 
ing letters of instruction and a rating manual was undertaken only after 
the rating plan had been in operation over a year. 


The first step in the attempt to install the new plan was to explain 
the procedure to the major executives directly concerned with personnel 
policy. It was considered necessary to obtain their approval and support 
in order that this plan might operate satisfactorily. Probably no rating 
system can succeed unless those who are intended actually to perform the 
rating Operations are aware that the “top” management is vitally interested 
in the success of the program. If this is not the case, the interest and effort 
necessary for its success will be so lacking that the inertia of the group will 
be sufficient to vitiate the results. 

The first hour of each conference series with the minor executives 
and supervisors was devoted to an explanation of the necessity for and the 
purpose and value of a rating system. The value of merit rating to the 
employee, supervisor, and the Personnel Division was stressed, with par- 
ticular emphasis being placed upon the importance of the program to the 
individual employee and to the supervisor. Most of the raters’ conceptions 
of rating included only its importance to the personnel department, and 
few realized the potential value of this device to their subordinates or to 
themselves. Full opportunity was given for free discussion of this important 
point, and every effort was made to develop a comparable point of view 
in the minds of the supervisory force. 

It is the author’s opinion that “selling” the need for and use of rating 
represents one of the most important steps in the entire program. If the 
individuals who are to rate can appreciate the importance and value of the 
method of appraisal, they will be more apt to devote to it the time and 
energy required for its success. Without supervisory as well as executive 
interest, little can be done; in fact, under such conditions, the rating forms 
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are filled out without study of the individuals to be rated, and the results 
are little better than guesses. 

The final step in the “sales” program entailed an explanation of the 
plan to the employees who were to be rated. This might have been accom- 
plished through: 

1. Conferences with employee representatives. 

2. Letters, notices, etc., to the employees. 

g. Individual discussions of the results. 

4. Supervisory discussions with subordinates. 

Other methods might be cited, but in this present study the first and 
third were used with a fair degree of success. Actually, this part of the 
“sales” program is of the utmost importance, and should be accomplished 
as thoroughly as the preceding parts. For that reason every effort has been 
made since the installation of this program to explain the procedure to 
any person in the organization who is interested. 

Wherever possible, it is of value to allow the employees as well as the 
supervisors to contribute to the formation of the program. Such a procedure 
will insure greater interest and acceptance on the part of both these groups. 
If the developmental work is well organized and carefully handled, a policy 
can generally be adopted without sacrifice of any technical accuracy. It is 
suggested that a group of supervisors and employees meet with those in 
charge of the rating program. Such a group, if properly directed, is usually 
able to develop a method most closely adapted to the requirements of the 
particular situation. It may be found that the enthusiasm of such a de- 
velopmental group tends to make the program unwieldy, but revisions 
may be made as the group attains greater understanding of the subject. 


SELECTION OF TRAITS 


The selection of traits for rating was governed by two general factors: 
(1) the information required by the Personnel Division; (2) the information 
that might conceivably be obtained. 

The controversy raging between those who advocate an over-all rating 
procedure and those who lean to an analytical attack was noted and con- 
sidered in the light of these two fundamental factors. As a preliminary 
study, an over-all rating procedure was introduced when special circum- 
stances necessitated an evaluation of all employees in comparison with the 
others in each group. From the resulting ranking procedure it was learned 
that comparisons could be made among individuals in a department even 
though they were on different jobs; and further, that for the majority of 
personnel problems a more detailed analysis of the individual was desired 
than would result from an over-all ranking. 
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Consequently, it was decided to rate on the basis of a number of 
qualities or traits considered important in most jobs. The selection of 
these traits was made after due consideration of the abilities considered 
important by specialists in job evaluation. Thus S. L. H. Burk’s factors of 
Skill, Mental Effort, etc., were carried over into merit rating. As will be 
noted later, they were subdivided in some instances, but still are recog- 
nizable since they are the important factors in the consideration of most 
jobs. 

The following specific factors were important in the selection of the 
actual traits to be rated: 

1. It was considered impractical to attempt to rate more than 10 traits. 

If possible, the number should be reduced still further. 

2. The traits to be rated must be observable in the performance of the 
job; otherwise the rater will be forced to guess. 

3. The traits should provide information which might be used to 
supplement other information already in the possession of the Per- 
sonnel Division. 

4. The traits should be chosen in order to sample widely divergent 
aspects of the individuals’ performance. 

5. In general, each trait should be capable of description in simple, 
direct terms. 

6. Each trait was considered from the point of view of its importance 
in the greatest number of jobs. 

Thus, as may be readily appreciated, the choice of the method of rating 
was not based on a consideration of what might have been successful in 
some other organization, but was the result of a thorough consideration of 
this company’s own problem. ‘The success of the application of merit 
rating to a particular situation depends upon how well the method meets 
the requirements of that situation. Thus rating scales which are scien- 
tifically exact frequently are ineffective because of failure to conform to the 
requirements of the organization, while others which are technically less 
perfect prove effective because they have been designed to cope with a par- 
ticular problem. While information obtained from other investigations 
may be of value, it is the exception rather than the rule to be able to 
transfer the program of one company bodily to that of a second and find 
it equally successful in both. 


CONSTRUCTION OF THE NEW FORM 


The selection of the actual rating form resulted from analysis of the 
situation in this organization. It was felt that the traits included on these 
forms should be carefully defined in easily understandable terms. The 








146 PERSONNEL 


headings designed to indicate the degree to which these traits are present 
should also be clearly formulated. In order to be fair to each employee, 
it appeared necessary to rate all members of each department at the same 
time. The traits that were to be rated were carefully chosen in that only 
those easily observable to the rater were selected, and no traits were used 
which obviously combined two or more abilities which might function 
divergently. The actual form of the rating sheet was chosen after a careful 
analysis of other rating methods now or previously in use in other indus- 
tries. The form to some extent resembles that of Stevens and Wonderlic 
which was described in an article in the Personnel Journal* in that both 
require the rating of all individuals in one department at the same time. 


Each trait in The Atlantic Refining Company plan is rated on a 
separate sheet, and originally 12 traits were chosen for rating. Subse- 
quently, as a result of further experimentation, the number was reduced. 
Considerable effort was expended in order to define each of these traits in 
the simplest possible language. The qualities to be rated were phrased in 
the form of questions rather than in terms such as “Accuracy,” “Industry,” 
etc., in order to avoid as far as possible the tendency of each rater to attach 
his own meaning to a particular word. These questions were placed at the 
head of each sheet. The following are examples of some of the questions: 
(a) “Does this employee grasp new ideas rapidly?”’—instead of the phrase, 
“Ability to Learn’; (b) “Does this employee work hard?’’—instead of 
“Industry”; and (c) “Does this employee work successfully with others?”— 
instead of “Cooperation.” 


Other questions were phrased to determine how accurately the em- 
ployee accomplished his work, at what rate this work was completed, the 
ability to make decisions, the ability to direct the work of others, the extent 
to which he exhibited initiative, etc. Obviously, all these abilities could 
not be observed in every job, and hence the supervisors were urged to rate 
only those qualities which exhibited themselves in the performance of a 
particular employee. The raters were told that a limited amount of in- 
formation of this type was far superior to completely filled out rating sheets 
on which the “guesses” were indistinguishable from the more factual ratings. 


In order to assist the rater in his attempt to differentiate among various 
individuals, headings were placed at the top of each sheet (beneath the 
questions) in the form of descriptive phrases. The raters were asked to 
indicate the position of each individual in relation to these headings and 
simultaneously to compare each individual with all the others in the group 
to be rated. ‘The construction and standardization of these headings, an 


* Stevens, S. N., and Wonderlic, E. F. “An Effective Revision of the Rating Technique,” Personnel 
Journal, October, 1934, Vol. 13, No. 3 
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extremely difficult task, was accomplished in the following manner: A large 
number of such phrases—in some cases more than 50 or 60—was developed 
for every trait. Each of these was thought to be descriptive of what the 
rater might observe when he considered individual employees from the 
point of view of the questions at the head of the sheet. These headings 
were then placed on slips of paper, and a number of individuals were asked 
to consider each question and choose, by sorting over the 50 or 60 descrip- 
tive phrases, those which were thought most descriptive. No attempt was 
made to indicate the exact number of headings to be chosen, but, in general, 
it was indicated that four or five headings would be acceptable. In most 
instances these judges produced a series of four or five headings, and by a 
process of modification and continued presentation to a number of indi- 
viduals a series of headings was produced for each trait. Most individuals 
who use these sheets agree upon the relative order of the headings and 
their applicability to the question. Not all individuals, however, agree on 
all headings, but in no case has any been accepted where there is marked 
disagreement. 


In the opinion of the author, the selection and refinement of these 
headings mark the most difficult part of the construction of a rating form. 
In the attempt to avoid the use of such terms as “average,” “excellent,” 
“extraordinary,” “rapid,” etc., all of which are descriptive adjectives and 
are not quantitative, it is necessary to observe a number of individuals at 
work and to describe what is seen in simple terms. When this is done, 
other individuals who observe the same sort of performance are more able 
to recognize it and to assign that particular sort of behavior to a category 
such as is described by the heading of the rating sheet. Obviously, because 
of the intricacies of the English language, this will never be perfectly accom- 
plished, but there is no doubt that headings of this sort are markedly 
superior in objectivity to headings of the usual type. 


Following the choice of traits and the development of headings descrip- 
tive thereof, experimental rating sheets were constructed in order to test 
the method. (Samples of two of the sheets now in use are reproduced on 
the following page.) At this point in the experimental procedure it was 
decided that in order to minimize the personal factor in rating, it would 
be necessary to have as many individuals as possible do the rating. Limita- 
tions were imposed upon this by the fact that in most cases the actual 
number of raters obtainable was only two or three in any one department. 
In a few cases, however, it was possible to obtain as many as four or five 
independent opinions. The choice of individuals who were to rate was 
governed by whether or not the prospective rater had immediate super- 
vision over the employees in question, and whether or not he had close 











99-5442-1 SHEET 2 1/40 


OFFICE EMPLOYEE RATING SCALE 
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RATER - DEP ARTMENT. - DATE 
INSTRUCTIONS TO SUPERVISORS: Place a cross (x) on the line to the right of each 
employee's name at that point which you believe gives the most accurate answer to 
the following question. Remember the phrases do not indicate columns, (For 4 
complete instructions see the attached sheet, ) h 
Does this employee work hard? | 
Wastes time walk- He should be Works steadily. Habitually > 
ing about building, prodded occa- drives himself : 
talking to others, sionally. hard, 
Nae ete. 
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OFFICE EMPLOYEE RATING SCALE 


--- DEPARTMENT 


Toa) 


DATE 





INSTRUCTIONS TO SUPERVISORS: 


Place a cross (x) om the line to the right of each 


employee's neme at that point which you believe gives the most accurate answer to 
the following question, Remember the phrases do not indicate columns, (For 
complete instructions see the attached sheet, ) 


How does thie employee make decisions when faced with non-routine problems? 





Jumps at conclu- Faille to foresees Considers facts Makes sound de- 

sions, Fails to results of his and most of his cisions based 

consider facts decisions although decisions are on thorough 

and foresee results he considered the acceptable. analysis. | 
NAME of his decisions, facts. | 
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enough personal contact with the individual employees to permit him to 
observe their performance. Such observation is fundamentally important 
in answering the questions on the rating forms. ‘Thus, in many instances, 
while we were quite aware that a larger number of independent ratings 
might serve to increase the validity of our material, we were forced to be 
satisfied with two or three ratings. 


Another extremely difficult problem arose from the fact that in most, 
if not all, of the departments few individuals were doing exactly the same 
work. Experience with previous rating plans had taught us that it is almost 
impossible to standardize a description of an individual to serve as a basis 
of comparison for rating. In other words, no matter how carefully we try 
to define such words as “average” or “exceptional,” misconceptions are 
bound to appear. In order to overcome this difficulty, comparison of one 
man with all other people in the department was required, thus producing 
a ranking of the individuals rated in each trait. The headings described 
above were designed to space these rankings in such a way as to indicate 
the actual differences existing among the employees. The fact that these 
people occupied different jobs raised the problem of whether a comparison 
of this sort could be completed without injustice to the employees. The 
ideal situation would be to compare only those individuals doing the same 
type of work. Those who deal with clerical occupations realize, however, 
that in most instances very few clerks, even though they may be given the 
same title, are actually doing the same sort of work. 


In our new procedure, therefore, it was decided to compare all the 
employees in one department at the same time in order to afford a basis of 
comparison for every employee in such a unit. It was felt that a comparison 
of this sort might be made, provided the individuals were rated solely on 
the basis of performance as exhibited in their own particular jobs. The 
resultant opinions would then be compared on a relative basis. Actually 
this is what occurs on most rating sheets, since raters as a rule make this 
sort of comparison on their own initiative, the difference being that this 
particular procedure was designed to suggest that the rater carry out this 
sort of analysis. 


For example, a rater might conclude that an office boy learned his 
work at a certain rate and a bookkeeper learned his work at a different 
rate. He then would have to compare the two individuals, which might 
result in a statement that the office boy learned more rapidly than the 
bookkeeper. This sort of comparison is more difficult than if we compared 
the performance of all those in the same job. However, our situation 
demanded such a solution if we were to provide the individual rater with 
any basis for saying that one individual was better than another. 
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In such instances, a comparison of the ratings with test results con- 
firmed the existence of such a relationship. In interpreting this it should 
be understood that these ratings were relative to the actual performance 
on the job and that nothing could be definitely stated as to how fast such 
a boy would learn if he actually were in the higher job. We are possibly 
safe in assuming, however, that, given sufficient education and_ practical 
background, his rate of learning would remain roughly constant as le 
advanced from job to job. 

This problem was one of major interest since it was fundamental to 
the rating procedure. Consequently, it was subjected to thorough investi- 
gation through experimental procedure devised to test the whole rating 
system before this system was extended to any of the departments in the 
company. 


EXPLANATIONS TO RATERS 


Before subjecting this new method to experimental proof it was decided 
that, in order to overcome the misconceptions prevalent in the minds of 
most of the raters, a summary of a number of the most common errors in 
rating should be discussed with each of them. It is impossible here to cover 
all the factors in this discussion, but reference to some of them might prove 
of interest. In general it was decided to hold these discussions with a 
group of two or three raters, and to divide the material for the discussions 
so that it might be covered in three periods of one hour to an hour and a 
half in length. The meetings were entirely informal, and participation of 
the raters was urged in order that they might consider the problems they 
were encountering. In most instances they were anxious to discuss these 
problems and to indicate where they felt most of the difficulty existed. 

These discussions covered the following points: why rating was neces- 
sary; to what use ratings were to be put; the effect of the ratings on the 
supervisor and the employee; the reasons why previous rating systems had 
not functioned properly; how individuals differed one from another; and, 
to some extent, the distribution of various abilities in a single individual. 
The method of using the sheets was thoroughly discussed. 

It was emphasized that approximately go per cent of the errors in 
ratings were mistakes of the raters and that only about 10 per cent were 
attributable to the rating form. Lack of knowledge concerning the people 
to be rated was emphasized as one of the greatest causes of error in rating. 
Other factors, such as prejudice, the halo effect, etc., were mentioned. No 
attempt was made during the three- or four-hour discussion to train the 
raters to recognize within an individual the various attributes which they 
were asked to rate since this, while of primary importance, is an extremely 
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difficult task. Limitations imposed by the size of the personnel staff and 
lack of supervisory time made this impractical, although it was highly 
desirable. The whole attempt, however, was to establish a point of view 
in the mind of the rater which would be comparable to that of those inter- 
preting the ratings, so that this material could be used on a basis of common 
understanding, and in addition to supply the rater with tools with which 
he might improve his own efficiency. 


EXPERIMENTAL GROUP 


A preliminary group of eight individuals was organized from four 
different departments, and three to four hours were spent with them in 
discussing the problems outlined above. The method of using the rating 
forms was explained, and the comments and criticisms of the group were 
encouraged in order to ascertain the reaction of this experimental group 
to the new form. This group had been rather carefully chosen to represent 
widely varying degrees of ability, interest and cooperation, in order to make 
it representative of what might be expected throughout the rest of the 
company. Following the discussion, the members of the group were pre- 
sented with forms on which the names of their subordinates were listed, 
and they were asked to rate these people. It was requested that these ratings 
be performed individually and that only those people they knew well 
enough to rate should be rated. The results were then carefully analyzed 
to determine the degree to which they were in accord with what might 
theoretically be expected. On the basis of these results, some changes were 
made in the traits to be rated and in the headings of the various sheets, but 
other than that no major changes were made in the method. Following 
this experimental procedure, the extension of the rating system to other 
departments in the company was undertaken, the same method being used 
in each group—i.e., individual discussion aimed at promoting understanding 
between the Personnel Division and the supervisor. 

As each group of ratings was received, it was subjected to similar 
analysis in order to determine the validity and reliability of the results. 
This is a never-ending process, since rating requires consistent application 
in order to maintain a high standard of quality. Thus those who plan to 
install a rating program must be prepared to devote considerable energy 
to its maintenance as well as to its installation. 


CONSISTENCY (RELIABILITY) OF THE RATINGS 

The consistency or reliability of the ratings has been evaluated for 
each trait by comparing two successive ratings by one rater of the same 
employees. Such correlations will be influenced’ by several factors: 
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1. Tendency of the ratees to change during the year that elapsed 
between ratings. 

2. Change in attitude or method of rater. 

3. Increased knowledge about the ratees. 

4. Influence of previous ratings on subsequent ratings. 


Undoubtedly many other factors exert some influence, but a consideration 
of these will enable one to appreciate why perfect agreement should not 
be expected in such a situation. As a matter of fact, such would be the 
exception rather than the rule and generally might indicate a failure of 
the rater to follow instructions. It has been noted that many raters expect 
such agreement and keep careful records of their previous ratings which 
they allow. to influence subsequent rating. Such ratings are of little value, 
but this tendency can be overcome if one carefully explains why such con- 
sistency is not expected. 

For those who are statistically minded, Exhibit III indicates the cor- 
relations between ratings for successive years in this program. An appraisal 
of these figures will reveal that, in general, the relationship is fairly high 
for this type of material. It will be noted, however, that there is a con- 


siderable difference existing between the coefficients of correlation for the 
various traits. 
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While the coefficients reproduced here are of considerable theoretical 
interest, they are of little value in interpreting the results of any one indi- 
vidual’s rating. ‘These coefficients were computed merely to evaluate the 
precision of this method as a scientific tool. ‘Those who are handling this 
material from a practical rather than a theoretical point of view must con- 
sider one rating at a time. In such a procedure, where analyses reveal 
discrepancies between ratings by the same rater in two or more rating 
periods, it may be an indication that the material is of less value than 
other ratings where there is greater consistency. Consideration of the effect 
of the factors mentioned above, however, makes it impossible to reach any 
sweeping conclusion in this matter. 


In discussions with the supervisors, emphasis was placed upon the 
manner in which the ratings were to be used. In The Atlantic Refining 
Company a highly individualized viewpoint exists in office personnel ad- 
ministration because the clerical force remains relatively constant. Those 
who deal with large groups of employees hired for seasonal work must apply 
ratings in a different manner; but when ratings are used in the considera- 
tion of one individual at a time, as in this company, even coefficients of 
reliability of .g4 or .g5 would not be significantly more valuable. 


In the clerical force of this company every employee is considered 
separately, and all possible facts concerning each individual must be de- 
veloped. Wherever the consistency of this data indicates a definite state or 
trend, one can act with some assurance. When definite indications are lack- 
ing, further investigation is needed. When there are discrepancies between 
ratings, test scores, and other available material, these are discussed with 
the individuals who are closest to the employees. Most frequently these 
discussions have indicated that the supervisor is satisfied to uphold his own 
rating and that the discrepancy may be due to other factors which are not 
readily observable either by the supervisor or the Personnel Division but 
which are often of fundamental importance in the consideration of the 
employee. 


VALIDITY OF RATINGS 


The problem of ascertaining that the ratings actually measure what 
they are presumed to measure is the most difficult factor in the whole pro- 
cedure. The difficulty arises in the main from the fact that if we had some 
criterion with which to compare the results of our ratings in all probability 
we would make direct use of this measurement and disregard the attempt 
to obtain the ratings. Actually, however, for many of the traits rated there 
are no objective criteria readily available. Thus the problem of determin- 
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ing that the ratings measure what they are supposed to measure is well-nigh 
unsolvable. 


However, those faced with this problem have attempted to reach 
approximations of the validity of the ratings through numerous methods. 
In discussion of this program four such methods will be considered. It must 
be remembered, however, that neither singly nor collectively are these four 
methods as accurate as would be a comparison of the results with some 
objective criteria. The first method depends upon the fact that psycholo- 
gists observe that in the measurement of human traits the so-called “normal” 
distribution curve tends to be produced. No one knows why this particular 
sort of curve appears when the results of measuring the same trait in a 
large number of individuals are plotted, but the fact that it has appeared 
almost invariably has been construed as evidence that with ratings which 


are really measurements of individuals the same sort of result should be 
produced. 


In this procedure, admitting for the moment the assumption that a 
normal distribution curve should appear for most of the traits rated, there 
are three factors which would tend to distort its actual shape and which 
must be considered when attempting to estimate the validity of the results 
by comparison with this theoretical curve. The first of these factors is the 
number of cases used in the rating procedure. Actually, if the results 
obtained from rating 1,000 employees are grouped together, the number 
of cases is entirely adequate. Practically, however, such grouping distorts 
the fact that these ratings were formed on the basis of very small individual 
groups. In some cases as few as four persons were rated in individual 
departments. It can be seen, therefore, that while from the over-all picture 
one might expect a normal curve, actually the manner in which the ratings 
were achieved may distort the resultant curve. 


The second factor which will influence the normal curve of distribution 
is that of selection. Selection, as used here, refers to the procedure under- 
taken to place a certain individual in a job. This is designed to eliminate 
the obviously unfit individuals and, consequently, theoretically should have 
a pronounced effect upon the lower tail of the curve. Practically, however, 
there is another form of selection which results from the fact that the best 
individuals are not always obtainable and, therefore, individuals are selected 
who would not be selected if more outstanding people were available. 
This, coupled with the fact that certain jobs do not attract the better 
workers, may tend to disturb the other tail of the curve. 


The third factor which would influence the distribution obtained is, 
for want of a better name, referred to as “pressure.” By that is meant 
simply that if employees are aware that certain things are socially acceptable 
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and others unacceptable this awareness will tend to influence their per- 
formance. Thus, in the rating of such a trait as “how hard an individual 
works,” the attitude of the supervisor toward the individuals will probably 
have a definite effect upon their efforts; or in a department where a bonus 


system or other incentive operates, pronounced effects will also be observ- 
able. 


It is thus apparent that conformance or non-conformance to a normal 
curve may not truly indicate the validity of the rating. Furthermore, the 
fact that ratings as a group conform to a normal curve gives no evaluation 
whatsoever of an individual rating. This being the case, it can be readily 
understood why emphasis is placed on the use of ratings only as opinions 
and indicants of trends rather than as definite measurements. 


EXHIBIT IV: Distribution of Results for Various Traits 
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Differences in Ability 


Distribution curves for several different traits resulting from the ratings 
obtained in this program are reproduced in Exhibit IV. The above discus- 
sion will indicate, however, that even though they tend to conform to the 
normal curve this does not prove that the ratings are valid. 


The second method of appraising the validity of this material was to 
consider the presence or absence of the halo effect. The “halo effect” is the 
name given to the tendency for the ratings of one or more traits to influence 
the ratings given to other traits. Thus, it has been observed, employees 
rated high in one trait tend to receive higher ratings than they deserve on 
all other traits. It has been revealed as a result of psychological investiga- 
tion, however, that for one individual the traits are probably distributed 
in the shape of a normal curve. By that is meant that if one individual is 
considered from 100 different points of view, such as how fast he learns, 
how accurate he is, etc., and the results carefully plotted, there will result 
a curve indicating that the individual has some outstandingly good traits, 
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EXHIBIT V: Distribution of Ratings for Various Individuals 
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Note: For illustrative purposes in this article, the rating scale for each trait has been 
divided into 10 equal parts, although this arbitrary classification is not part of our rating 
program. Each diagram represents the rating for one individual when all the traits 
on which he was rated were consolidated on one sheet. Thus Individual (a) was rated 
in the lowest category on one trait, in the next to the lowest on another, in the third 
category on another trait; five traits were rated in the fourth category, and two in the 
fifth. 


The number of traits is plotted along the vertical axis. Differences in ability are plotted 
along the horizontal axis. 


EXHIBIT VI: Distributions of Ratings for Four Individuals Plotted to Show 


Number of Traits 


Relationships Existing Between Them 





Differences in Ahilitv 


Note the overlapping between individuals rated high in most traits and the 
individuals rated low. 

This graph assumes that the units of measurement for each trait are roughly equal. 
We have no proof that the assumption is a valid one. 
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some equally poor traits, and that most of his abilities are distributed in a 
middle level. Rating results for any one individual, therefore, if they are 
of any value, should not be closely bunched together, as would result from 
the operation of the “halo” principle, but should be spread out somewhat 
in conformity with this normal curve. 


However, in a rating system limited to 10 different traits, there is no 
guarantee that a perfectly normal curve will be produced, but in all prob- 
ability neither should there result a distribution in which all the indi- 
vidual’s traits are rated as equal. In line with this theoretical concept of 
the individual, therefore, the results for numerous people chosen merely at 
random have been considered. It was felt that there should be produced 
for each individual a fairly wide distribution. This does not mean that 
some traits should be rated at the extreme left-hand side of the rating sheet 
and that other traits should be rated at the extreme right-hand side, but it 
does mean that some traits should be rated fairly high and some fairly low. 
Further, in comparing the distributions produced for individuals there 
should be considerable overlapping of those individuals we know are best 
by those we know are weakest. Reproduced in Exhibit V are graphic results 
of the consideration of various individuals, indicating a significant differenti- 
ation between the best and the poorest traits. These results are typical of 
the majority of those obtained, though in a small percentage of the cases a 
lack of conformity to this principle was clearly noticeable. 


Exhibit VI shows a comparison of several of these individual distribu- 


tions and indicates the overlapping of abilities between outstanding and 
low-rated workers. 


A third method of testing the validity of ratings has been attempted 
by comparison of various individuals’ viewpoints on the same employee. 
We considered the matter of consistency of ratings under the general head- 
ing of “Reliability” when we reproduced correlations between ratings and 
re-ratings of identical raters. It is of interest to note that some authors 
have also considered agreement between raters as a measure of reliability 
while others have used it to indicate validity. We shall not attempt to 
discuss this problem of interpreting such agreement. In all probability 
those ratings on which individuals agree are better approximations of what 
is actually true, but the fact also remains that agreement can be had on a 
false conclusion just as easily as on something which is more valid. Repro- 
duced in Exhibit VII are the results of such inter-correlations, which are 
fairly high for this type of data. 


In the discussions with supervisors it soon became apparent that they 
felt there should be a high degree of consistency between all of them who 
rated the same individual. Theoretically this is entirely true, and it is 
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desirable that all raters should recognize the same trait and the same degree 
of that trait as displayed by an individual. Practically, however, such is 
not always the case, since in The Atlantic Refining Company many of those 
who rate the same individual do not have equal opportunity to observe 
him or to appraise his work. For that reason it was impressed upon those 
contributing the ratings to the Personnel Division that they should con- 
tribute only their own opinion and not consider how well it coincided 
with that of any other person who rated the individual. It was explained 
to them that four individuals seeing the same object might not see it in 
the same light even though the object was easily discernible; thus there 
was no reason why four individuals observing an employee should arrive 
at exactly the same conclusions. The stress was, therefore, upon individual 
appraisal of the employee by whoever rated that employee, although in some 
instances it was obvious that a cooperative picture had been presented. 
These facts will have a definite bearing on the correlations and tend to 
make them meaningless. Therefore, while the indicated consistency of judg- 
ment is to be desired, it still is not conclusive proof of the validity of the 
ratings. 

The author has tried to validate these ratings in other ways, however. 
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Only one of these will be cited, since in no case are the results conclusive. 
It may be assumed that if the inter-correlations between the ratings on dif- 
ferent traits are low, these traits tend to be discrete. That is, while it would 
not prove that one was actually rating “Judgment,” for example, if the cor- 
relations for that particular sheet with other sheets approached .oo, it would 
be known that whatever that sheet did measure was a different attribute of 
the individual from those measured on other sheets. Thus it might be 
that no names could ever be rigidly assigned to any trait rated while it could 
be proved that different aspects of an individual’s performance were observ- 
able to the raters. To carry this to its logical conclusion, therefore, sup- 
posedly different traits should be added to the program and retained only 
if they did not correlate with other traits. 

This analysis has been attempted in this program and several “traits” 
discarded because they were not discrete. Some of those retained might 
also be discarded if this principle were rigidly applied. Exhibit VIII is a 
table of inter-correlations which give evidence of the amount of divergence 
found in such a statistical analysis. 

































































EXHIBIT VIII: 
Inter-Correlations Between Rating Sheets 
Trai 

eee 1 2 3 4 6 7 9 10 14 
1 42 14 60 59 24 45 67 64 
+.07 | +.07 | +.05 + .06 +.08 | +.08 | +.05 + .02 
ll j .25 89 21 42 $1 61 
2 +.07 se +.08 | +.07 + .08 +.07 | +.07 +.02 
J ‘ 21 44 57 -20 .29 46 
3 as an +.08 | +.07 | +.06 +.09 +.07 | +.03 
60 25 21 58 17 35 -70 57 
4 +o, | +.08 | +08 +'96 | +.09 | +.09 | +02 | +.08 
i , ; 58 , 68 -79 57 
6 all | ahi « Zism + | aa | tas | San 
2 21 F 17 49 ll 36 41 
7 + 08 +.08 +24 +09 + .03 +.08 | +.07 | +.03 
j 42 .20 35 68 ll 55 49 
9 + 38 = pd +.09 | +.09 + .06 + .08 +.03 | 1.03 
_ 6 31 | 2 .70 79 36 55 61 
10 * pe = > * a +.o2z | +.01 t+o7 | =a +.02 

ma 6 | 4 6 5 57 41 49 61 

14 | 4 : ee) = = $4 4 +.03 + .03 + .03 + 02 

















Note: These correlations are based on samples ranging from 100 to 300 cases. A tendency for variation 
from sample to sample has been noticed, and these are reproduced only as a typical group. 
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When one considers these four methods of validating ratings, it must 
be concluded that no single method or combination of methods forms an 
adequate basis for stating that the ratings are actually true measurements. 
The fact that at the present time no really satisfactory method of validating 
ratings exists should serve to emphasize the original contention of this paper 
that ratings are only opinions and should be applied as such. It should 
also raise in the minds of those considering ratings the danger of rigidly 
evaluating the results when little is known as to what the ratings actually 
measure. If ratings are used only to indicate trends and to substantiate 
other information, they possess some value. As soon, however, as they are 
treated statistically, they often become meaningless and lose their practical 
value, even though they gain in appeal to the users. 


NECESSITY FOR RETRAINING 


There is little doubt that even though a rating program has been 
effectively installed, it will not continue to function smoothly without con- 
sistent attention. Just as a system of job evaluation requires restudy of 
the jobs, so in merit rating one must restudy the individual. In this pro- 
gram this is done once each year, although semi-annual reports would doubt- 
less be desirable. 

Some time prior to such restudy, a member of the research staff reviews 
the fundamental principles of rating with each rater. Without this con- 
sistent training, especially with the weaker raters, it would probably be 
impossible to maintain the standard of results achieved, much less to im- 
prove it. In addition to this discussion, the ratings are reviewed some time 
within a month after they are received and prior to their use in the Per- 
sonnel Division. This review stresses consideration of the impression that 
the ratings create in the minds of those using them and attempts to 
eliminate any obvious misconceptions. 

Likewise, throughout the year, whenever the Personnel Division dis- 
cusses an employee with a supervisor, the opportunities for additional con- 
sideration of the meaning and use of rating are utilized. It is felt that 
increased dependence on ratings can result only from consistent explanation 
of the fundamentals in rating. 


APPLICATION OF RESULTS 


Ratings resulting from this program are used whenever it is necessary 
to consider an employee’s qualifications. Consequently, this material has 
been utilized in a wide variety of personnel matters—e.g., transfers, promo- 
tions, salary changes, etc. At no time have the ratings been used as a sole 
index of the ability of the employee in question. They are used, however, 
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to supplement the facts already on record with respect to the employees. 
These facts, such as age, education, previous positions held, etc., are subject 
to accurate evaluation and consequently are more dependable than the 
opinions resulting from the rating method. The ratings, therefore, have 
been used as a means of classification, as indicating directions for more 
extensive study of the employee, and as a basis for further research. 


One authority has estimated that an individual can be observed from 
18,000 independent points of view. Thus the 30 or 40 facts that we know 
about each individual can indicate only the major factors in his adjustment 
to the job. Obviously, it is impossible for the Personnel Division com- 
pletely to study even one individual, much less the 1,500 clerical employ- 
ees in this organization. However, it was felt that through observation of 
these 30 to 40 different aspects of the individual one might be able to con- 
struct an outline of the employee’s abilities. A great number of minor 
abilities, interests, attitudes, etc., all of which might be important, would 
not be known, but at least the most significant facts having a proportion- 
ately greater bearing on his success with the company would be on record. 


The process is analogous to the completion of a jig-saw puzzle in which 
all the pieces are not at hand, for in attempting to picture the individual's 
abilities all the factors obtainable from the personnel record and the ratings 
received over a period of time from various supervisors are organized in 
order to determine the employee’s best attributes and his weakest ones. 
The result is what might be referred to as a specification of the individual, 
from which his qualifications may be compared with the requirements of 
any job. 


In the last few years numerous rating systems have attempted. to carry 
this procedure to its logical conclusion through the quantitative evaluation 
of an individual’s abilities in relation to the requirements of the job. This 
procedure is theoretically and practically desirable. There is, however, 
little doubt that the data with which one is dealing does not warrant such 
consideration, since it cannot be validated. In other words, in such a 
process one may be taking a group of inaccuracies and multiplying them 
by another group of inaccuracies, since the method of obtaining weights 
is highly arbitrary in most cases, and the total effect is not merely to double 
the inherent errors in the ratings but perhaps to square or cube these errors. 


In this program, as in most others in this field, the intention has been 
to produce a more accurate evaluation of the individual and an objective 
comparison of his performance with the requirements of the job. However, 
the situation is not now ripe for carrying this procedure to its logical 
conclusion. Further, it is probably true that if one arbitrarily disregards 
the errors involved in such a program, this may tend to invalidate the 
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whole rating procedure in the minds of the rater, the ratee, and those 
using the ratings. For this reason the comparison of what ability the 
individual has demonstrated and what the job requires has been carried out 
in this study on a qualitative rather than on some strictly quantitative basis. 

It is emphasized to the rater that no single high or low rating typifies 
the individual but that in appraising the employee all factors must be 
considered and allowance must be made for certain factors which may be 
important in consideration of the individual but which are not immediately 
measurable. It is only through comparison of this sort that one can hope 
properly to assign the employee to the job for which he is best fitted. 
There is no intention of over-emphasizing part of the picture, as has often 
been done in rating systems, and thus black-listing an employee because of 
rather obvious deficiencies. Only through a recognition of these deficien- 
cies as well as of his abilities can one place an employee in a position for 
which he is best fitted and in which he will be most satisfactory. 

The author believes that much can be accomplished through merit 
rating. However the results achieved by a rating program are in propor- 
tion to the amount of energy expended. Unless one is willing to carry 
through a program analogous to, or more detailed than, that described 
herein, there is little hope that the results will be of any significant or 
permanent value. The hundreds of organizations that have developed and 
introduced a merit-rating program and then watched it die for lack of sup- 
port are mute evidence in support of this statement. A similar fate faces 
any other rating program from which energy and interest are withdrawn. 
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EMPLOYMENT STABILIZATION AND 
EXPERIENCE RATING 


By EMERSON P. SCHMIDT 
University of Minnesota 


- 


Here is a problem that in some measure confronts every company. In a very real 
sense it is one that revolves around that fundamental management principle of 
“Coordination.” If there is good coordination between the sales department, the 
manufacturing organization, and the personnel department, much can be accom- 
plished toward reducing seasonal and casual unemployment and, indeed, toward 
reducing the vast total unemployment. Mr. Schmidt, who has done extensive 
investigation in this field, gives a clear over-all view of the problem. Not only 
personnel executives, but executives in all branches of management, will benefit by 
reading this timely article. 


F 16 major industries reported on by the Bureau of Labor Statistics, 

the slaughtering and meat-packing industry has had the highest labor 
turnover rate with considerable consistency. In 1936, for example, the 
layoff rate for all manufacturing was 24.70, while the rate for the slaugh- 
tering and meat-packing industry was 71.32, or nearly 200% higher. Yet 
one Wisconsin meat packer achieved a rate of .og% in the last half of 1936 
and a rate of 4.84% in 1937. In the latter year the packing industry as a 
whole had a rate of 75.11%, as indicated by the accompanying table. 


Comparison of Layoffs in Packing Industry and a Wisconsin Packer 
All Slaughteringand A Wisconsin 





Year Meat Packers Packer 
1930 64.42 73-74 
1931 60.18 70.31 
1932 68.77 54-78 
1933 79.33 52.30 
1934 111.97 56.59 
1935 94.18 65.04 
1936 71.32 12.22* 
1937 75-11 434 
1938 80.72 11.56 
1939 74-95 7-54 


*In the middle of 1936, the company put into operation an employment stabilization plan. 
With the stimulus of potential savings of 4% on payroll, under the 
experience-rating system of the state unemployment compensation law, this 


1 The layoff rate is the number of layoffs per 100 employees on the payroll. 
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Wisconsin employer has an achievement to his credit which he himself 
regarded as unattainable a few years ago. 


EXPERIENCE RATING 


With some 10 million unemployed, serious consideration must be given 
to the reabsorption of this available labor power. An appropriate first step 
to providing work for the disemployed may well be the provision of greater 
assurance that those now employed will not have to join the ranks of the 
unemployed. As greater stability and security are provided for those now 
employed, the problem of absorbing the unemployed becomes easier, as will 
be subsequently shown. 

Thirty-nine states have adopted laws which are designed to reward, 
through reduced payroll contributions, employers who provide steady em- 
ployment. In Wisconsin, for example, employers who stabilize their oper- 
ations may qualify for the 0%% premium rate, while others are graduated 
upwards to a high of 4%. This means a potential saving of $40 per $1,000 
of payroll. 

Unfortunately, experience rating (payroll contributions by employers 
graduated according to some factor of employment stability) is under attack 
by a few employers who will not, or cannot, stabilize, by labor organizations, 
and by the Social Security Board. The conflict of opinion over the relative 
merits of uniform payroll contribution for all employers, and varying rates 
graduated according to stability attained, turns on two questions: 

1. Whether each business or plant shall stand on its own feet or 
whether the well-managed or naturally stable businesses shall finance 
the unemployment of badly managed or feast-and-famine indus- 
tries. 

2. Whether the chief purpose of unemployment compensation is to 
provide benefits for the unemployed or to give employers a direct 
incentive to regularize their operations. 


Up to now, the merits of these opposing views have remained largely 
in the discussion stage. But some facts are beginning to emerge which are 
throwing some light on the subject. In Wisconsin, experience rating went 
into effect in 1938. In a number of other states the employers have become 
aware of the fact that their current employment record will determine 
their contribution rates in 1940, or 1941, or whenever the experience-rating 
clause may go into effect. 

While official statistics are not yet available to indicate the degree to 
which continuity of employment has been stimulated by systems of differ- 
ential payroll taxes, enough facts are available to show clearly that em- 
ployers are endeavoring to qualify for the low rates. 
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The writer has had occasion to interview a large number of Wisconsin 
employers in this respect during 1939 and found what may be actually 
called a movement to stabilize. Chambers of commerce, manufacturers’ 
associations and trade associations frequently refer in their weekly news 
bulletins to the advantages of employment stabilization. In a number of 
cases special bulletins on the subject have been sent to all members. In 
other instances, groups of employers have held meetings for the Ciscussion 
of ways and means for providing more steady employment. In some cases 
an employer has actually sent his foremen, plant superintendents and 
others to specially organized schools for the study of devices and techniques 
to provide more steady employment. Professional services have sprung into 
existence, which, for a fee, will advise employers how to stabilize. 


OTHER ADEQUATE INCENTIVES TO STABILIZE? 


It is argued, at times, that employers, even in the absence of potential 
payroll premium savings, have adequate cost incentives to stabilize, includ- 
ing the costs of idle overhead such as rent, insurance, taxes, and deprecia- 
tion. Extra employment expenses, including hiring, training, waste and 
spoilage of materials and equipment, are further voidable costs. That 
employers have not stabilized despite these costs of instability, the argument 
continues, suggests that an additional saving of 3 or 4% payroll contribu- 
tion will not suddenly make them stabilization-conscious. 


In the first place, it should be said that many employers have recognized 
the waste of irregular operations and have eliminated instability to some 
degree. A Chicago banker informed the writer that he has personally 
helped at least 150 employers to diversify their lines with a view to the 
elimination of irregularities. The literature on successful stabilization 
would fill a small library.2, How many hundreds of thousands or millions 
of workers have more steady employment because of these efforts, no one can 
estimate. Partly as a result of studies and educational work, the extreme 
seasonality of the building industry has been greatly corrected. 


The costs incurred by idle overhead and intermittent employment of 
labor are indirect and uncertain. The payroll contribution savings trace- 
able to regular employment are direct. Professor Myers, after interviewing 
several hundred Wisconsin employers, stated: 

The importance of the act in forcing them (the employers studied) to be 

“better managers” is reiterated in the statements of most of the . . . firms which 

have stabilized appreciably. The lethargy of individual department ‘heads before 


the act was passed is emphasized in pointing to the psychological importance the 
act has had upon subordinates. When foremen are “held responsible” for benefits 





* See, for example, E. S. Smith, “Reducing Seasonal Unemployment,” 1931; National Industrial Con- 
ference Board, “Lay- off and Its Prevention,” 193 0; J. R. Commons et al, “Can Business Prevent 
Unemployment?”’, 1925; B. M. Stewart et al, “Unemployment Benefits in the United States,” 1930. 
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paid in their departments, it becomes a sort of game to keep them as low as 
possible. .. . In such cases, the act assumes a significance quite out of proportion to 
its relative financial importance in the scheme of things. This psychological impor- 
tance of the act ... may account for efforts which could not be justified on a more 
rational economic basis. It may also explain why, as a result of the act, certain 
things are done which would have been profitable to do anyway because of the 
costs of irregular operation. 
The payroll premium saving is direct and calculable; it may be reduced to 
a percentage of gross receipts or a percentage of net income. The other 
savings are intangible and indirect. 

The drive for economic security, adequate annual wages, and all that 
this entails is bringing into focus the need to stabilize. Most employers 
now realize that the survival of private capitalism, and probably personal 
liberty, depends on whether we can solve the unemployment problem; 
yet each employer knows that he alone cannot contribute much to the 
salvaging, and, therefore, perhaps does little about it. However, the pay- 
roll tax provides that extra incentive which is enlisting the interest of 
top management in stabilization, and thus in many cases employment 
stabilization has become, for the first time, a major objective of the officers 
and management. Officials of companies have told the writer that before 
they became liable for variable unemployment compensation premiums, 
they never concerned themselves with matters of personnel and did not 
know, for example, that men would be hired in one department on the same 
day that other men would be laid off in another department, even though 
the latter men could readily have been shifted to the former department. 


PROGRESS UNDER THE WISCONSIN ACT 


Business stability in Wisconsin must rest to some degree on what 
happens in the balance of the country. Furthermore, while employers have 
always preferred continuity of employment for their people, employment 
stabilization for many employers did not become a major objective until 
recently. The sales departments, for example, of most manufacturing com- 
panies have concerned themselves with drives, special campaigns, new and 
higher quotas, largely regardless of subsequent consequences. A _ little 
thought would have indicated that sales in excess of consumption in one 
period must generally be followed by subsequent periods of less than nor- 
mal sales. 


All this is gradually being changed in Wisconsin and the other states 
where reduced payroll premiums are effective. However, the success of 
stabilization in Wisconsin is dependent on what happens in the rest of the 
country, and it also takes time to stabilize. One employer who began 


% Charles A. Myers, “Employment Stabilization and the Wisconsin Act,” American Economic Revicv, 
Vol. 29, pp. 708-23, December, 1939. 
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thinking and planning for stabilization in 1927* informed the writer that 
not until 1931 was he able to put the employees of one department on an 
annual wage basis. It took eight more years to achieve sufficient stability 
in operations and sales to include all the employees in the plan. Although 
this employer became convinced in 1927 that employment stabilization was 
desirable and possible, and spent much time and energy on the problem, it 
required 12 years of experiment and many costly mistakes to provide a 
practical annual wage plan for his 3,000 employees. 


If a lawn-mower manufacturer wants to develop a supplementary line, 
say, wash machines or gasoline engines, to offset his spring peak, this may 
require years of research, both technical and market, building up a sales 
organization and advertising technique adapted to the new line; much 
trial and error is inevitable. The high mortality rate of new companies 
suggests how difficult it is to get started. ‘These same difficulties are 
encountered, although perhaps to a lesser degree, by companies already in 
business but about to develop new lines. The successful adoption or 
adaptation of other stabilization techniques likewise entails experiment and 
often long delays. 


In spite of these facts, the brief record in Wisconsin is impressive. By 
the middle of 1939, out of 8,500 liable employer accounts, 31% had paid 
no unemployment benefits whatsoever; 63% had benefit withdrawals of 10% 
or less of their payroll contributions. Another 17% paid benefits of some- 
where between 10 and 25% of their contributions. Less than 9% paid out 
50 cents or more in benefits for every dollar of contributions to the fund. 
Only 2.2% of the accounts were overdrawn. One or more employers in 
every major classification and sub-classification has qualified for a reduced 
premium rate. While these figures prove little because we have no point 
of comparison, the degree of stability attained in the state of Wisconsin is a 
surprise to many people who regard layoffs and unemployment as the 
normal thing for all employers. 


In an investigation made between July, 1937, and June, 1938, Pro- 
fessor Myers found that about 11% of the random sample of compan- 
ies he interviewed had accomplished “appreciable” stabilization because 
of the Wisconsin law. Another 15% had achieved “some,” and another 
35% “negligible,” stabilization because of the law. Of the 39% who 
had achieved no stabilization because of the law, about 18% had 
achieved stabilization because of other reasons than the law, or were 


* As evidence that this was no idle speculation, he began in 1927 to appropriate $2,500 a month for 
this purpose. 


5 Wisconsin law provides for a pooled account from which unemployment benefit claims are promptly 
paid in full to employees of employers whose accounts are overdrawn. 
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naturally stable. Of the “negligible” group mentioned above, about 51% 
had stabilized primarily for reasons other than the Wisconsin law. This 
study was made in 1937-38, when no employer had yet been able to build 
up sufficient reserves to qualify for a reduction in premium rate and enjoy 
the “taste” of payroll contribution savings. In short, time and experiment 
are essential for reorganization of the affairs of business, and it may be 
reasonably expected from such evidence as is available that the incentive 
provided by the Wisconsin experience-rating law will achieve still more 
stability in subsequent years. Nonetheless it is significant that the layoff 


rate in Wisconsin in January, 1940, was 1.59, while in the country as a 
whole it was 2.44. 


SOME SUCCESSFUL STABILIZATION PLANS 


The Wisconsin meat packer mentioned on the first page of this article 
had an average annual layoff rate of about 65% from 1926 to 1935. He 
found that men were being laid off in one department while on the same 
day in another department different men with the same general degree of 
skill and experience would be hired. Department seniority prevented 
adequate coordination. 


With the cooperation of his employees, departmental seniority was 
abolished and in its place a three-phase system of seniority was instituted. 
One group consisted of skilled men, a second group of women, and a third 
group of unskilled men. All hiring and layoffs were centralized in a single 
employment manager so that a deficiency of help in one department could 
be filled with surplus men from another department. Instead of indis- 
criminate firing and hiring, certain jobs, it was found, could be accumulated 
until men were available from a slack department. Also, a flying squadron 
was created. This group had no regularly assigned jobs, but from it men 
were supplied to the various departments as needed. 


In another case, a jewelry manufacturer (not in Wisconsin) produced 
a commodity which had been utterly unsalable in the summer months and 
could be sold only in small quantities during the late winter and spring. 
The plant would be virtually closed during the dull period; during the peak 
period, work-weeks would run as high as 80 hours, and the company had 
to provide sufficient space and equipment to meet these short fall peaks, 
thus encountering excessive overhead costs. Formerly nearly all the plant 
employees had highly intermittent employment; in 1939, slightly over 98% 
were continuously employed. Because of the success attained in the face 
of the difficulties encountered, this case merits closer analysis. 


The policy of “pre-showing” of the fall line was urged upon salesmen 
in regional sales meetings. Acting upon the suggestion, salesmen secured 
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orders in the spring. The company launched a sales campaign from Janu- 
ary to June, formerly a dull season for sales, with monthly prizes and grand 
prizes for the season. Most effective phase of the program was the giving 
of special customer premiums with spring orders. Premiums were manu- 
factured in the company’s own plant during slack season at a cost of only 
4% of the price of the product. 


Under the plan, salesmen have earned better incomes and have been 
provided with virtually year-around employment. Consequently, the busi- 
ness has attracted higher-caliber men for the sales force. Since, in the words 
of the president of the company, “only a permanent point of view begets 
sincere effort to assure customer satisfaction,” the short-time salesmen for- 
merly used were bad for the business. Annual sales per man have increased 
since this policy was adopted. Selling cost per unit has declined, as well. 

Formerly, efficiency was low during both the excessively long-hour and 
the short-hour periods. Now, with minimum employment of about 3714 
hours weekly, skill is maintained and the inefficiency of long hours is 
avoided. During the fall the company still lengthens the work-week up to 
60 hours at times and sustains the overtime penalty. But the minimum and 
maximum work-weeks have now a reduced spread. 


Before the adoption of the stabilization plan, factory overhead con- 
stituted 15% of net sales; now it is 11%. This reduction is primarily the 
result of the growth in business and the stabilization plan. The total 
volume of business has increased 35% since the plan was adopted. Had the 
company been forced to handle all of its business, with this increase, in 
the fall of the year, productive capacity would have had to be increased by 
about 20%. The employment stabilization plan shifted more than 35% 
of the old business to the slack period of the year, so that the fixed plant 
could handle the new, as well as the old, business without enlargement of 
productive capacity. 

The cost of the premiums given to customers amounted to 0.75% of 
total sales, or 4% of sales on which premiums were given, but it enabled 
the company to handle a 35% increase in total sales without adding to 
factory overhead. A part of this new volume was spring business. Thus 


the customer premiums, although a cost, resulted in a significant net saving 
to the company. 


Because of the nature of the machinery in this business, deterioration 
and maintenance costs are greater during idle periods than during periods 
of activity. As a result of continued use of the machinery, maintenance 
costs actually declined by 5%. 

Inasmuch as this company has practically achieved payroll stability, it 
will qualify in 1941 for the lowest unemployment compensation tax rate 
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in its state, which is 0.5%. Since the maximum tax rate in this state is 
3.2%, the potential saving is $27 per $1,000 of payroll. In this case, the 
saving will amount to 1% of gross sales of the company, or $7 per share of 
common stock which has a book value of $100 per share. 


A toy manufacturer producing chiefly for the Christmas trade found 
that business was so heavily concentrated in the early fall months that he 
had to turn down business every year. The rest of the time, plant and men 
were largely idle. His stabilization program consisted of four parts: (1) A 
system of graduated discounts was adopted, under which orders placed 
during the slackest three months qualified for a 5% discount; a discount 
of 3% applied for the intermediate months, with the net price applicable 
thereafter. (2) He developed a supplementary line for spring sales; since 
this was a line requiring about the same type of raw materials, machines 
and men, the transfer problem was relatively simple, although time was 
required to secure sufficient volume of sales. (3) A nearby factory agreed to 
supply the toy manufacturer with a limited amount of work for which the 
toy manufacturer’s machines and men were fitted. (4) This employer 
entered into an arrangement by which he borrowed men from several near- 
by factories during his peak, and during the slack period he loaned some 
of his men to these same factories. 


Many other cases could be cited, but the foregoing are typical of results 
attained partly or wholly as a result of the attention drawn to stabilization 
by experience rating under the unemployment compensation laws.® 


CYCLICAL UNEMPLOYMENT AND ABSORPTION OF UNEMPLOYED 


The foregoing cases reveal some techniques for the elimination of casual 
and seasonal unemployment, but what about the present 10,000,000 unem- 
ployed and the cyclical swings of business? 


Although the evidence is somewhat obscure, it is probable that experi- 
ence rating is making some contribution to mitigation of the business cycle. 
A goodly number of employers have informed the writer that now, owing 
to the additional costs incurred by layoffs, they are not expanding produc- 
tion haphazardly upon the slightest provocation. New plant facilities are 
being constructed only after careful market research indicates a probable 
sustained demand. Slow but steady growth is better than sudden expansion 
and equally sudden collapse. If excessive booms with their attendant in- 
flation in land, labor and stock prices can be avoided, subsequent defla- 


® After careful study of the problem of employment stabilization and the possibilities under the new 
incentive of “experience rating,’”’ the American Legion National Employment Committee was so 
impressed with the possibilities that it authorized the promotion of a vigorous program of action. 
The result is that case histories of successful employment stabilization are being issued weekly to 
employers. Each case describes in detail the problem encountered, the procedure adopted, and the 
results of the effort. Those interested should see the Employment Stabilization Experience Manual, 
issued by the American Legion Employment Stabilization Service, Austin, Minnesota. 
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tionary periods may be mitigated somewhat; here, however, the evidence 
is not clear. 

It is significant that a window-frame manufacturer (durable goods) 
has recent adopted an annual wage plan. Another producer of building 
supplies has vigorously promoted a program of diversification of his raw 
material uses, so that now about 40% of his raw material is fabricated into 
non-durable products. This will provide a cushion when periods of defla- 
tion come and will help to maintain purchasing power in his community. 
A construction contractor has placed all his employees on an annual wage 


basis.?. These may be straws in the wind, although it is too early to judge 
the matter. 


STABILIZATION AND THE VOLUME OF EMPLOYMENT 


Critics of experience rating and its consequent employment sabilian- 
tion have argued that this entire process leads to reduced employment. 
Thus, the United States News in a vignette states, “Operation of the unem- 
ployment insurance plan is resulting in a decrease in employment oppor- 
tunities.”* Organized labor has taken this same position. The director of 
research of one of the state federations of labor (A. F. of L.) writes to the 
author: “What you term stabilization of employment, I term distributing 
the available employment among fewer workers . . . stabilization plans 
will bring (security) to only a certain group of employees and leave another 
group without either wages or benefits.” (Italics supplied.) 

The reader can see readily that this type of argument is nothing more 
or less than a revival of the age-old and discredited doctrine of the “lump 
of labor” or the “wage-fund” doctrine. In the nineteenth century, a group 
of writers and pamphleteers argued that there is available only a given 
amount of work, no more and no less. Any increase in the work done 
(and wages received) by one group of laborers must mean, so the argument 
ran, of necessity a decrease in the amount of work and wages remaining 
available to other workers. 

The facts of historical progress and the arguments advanced by econo- 
mists for nearly 100 years discredit this defeatist outlook. At a given time 
and place or under certain limited circumstances, there may be some slight 
truth in this pessimistic view. For example, as Marshall says, if all the 
wheat raised at one harvest is sure to be eaten before the next, and if none 
can be imported, then it is true that if anyone’s share of wheat is increased, 
there will be just so much less for others to have.® 


7™The American Legion Stabilization Experience Manual describes the procedure adopted by this 
contractor. 


® February 23, 1940, p. 29. 
* Alfred Marshall, “Principles of Economics,” 1920. 
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When we deal with wages or employment opportunities available and 
potential production, we are not limited by rigidly fixed quantities of avail- 
able foodstuffs or raw materials. Men, machines, raw materials and money 
are elastic supplies. Proper social organization and relationships between 
these “factors of production” are the essential requirements for full employ- 
ment of all our resources. 


If businessmen, investors and consumers lack confidence in regard to 
the safety of investments or their incomes for the future, the economic 
process is slowed down; then in the short run or in the immediate future, 
a job secured by A may mean that B will not be able to have this same 
work or kind of work. But restoration of mutual confidence between labor 
and capital, between business and government, between the investor and 
the entire complex of our economy, will mean the creation of new jobs, 
higher productivity, and a rising standard of living for all. 


Those who criticize employment stabilization and experience rating 
overlook the fact that we have no immediate limiting factors to job oppor- 
tunities other than our disorganized social relations. Their championing 
of this new “lump of labor” or “wage-fund” doctrine constitutes a regret- 
table reversion to early nineteenth-century defeatism. Progress of the late 
nineteenth century and the first three decades of the twentieth century 
belies this defeatism. Still more regrettable is the fact that these critics 
fail to see that as more and more of our people are provided with sound 
job security, the way is paved for the reabsorption of the unemployed. 
Reduced unrest restores confidence in the future, encourages investment, 
and provides for reemployment. Experience rating is a technical device 
which, if given proper encouragement, will help to restore a set of relation- 
ships that will provide for the reabsorption of the disemployed. 


Every bit of stability which can be added to our total economy has a 
beneficial effect on the balance of the economy. Employers in search of 
profitable enterprise tend to absorb unemployed labor power. If we can 
stabilize what employment we now have, the absorption of the residue 
of labor power will be that much easier. 


This is true for several reasons. The prolongation of the depression 
of the 1930's is traceable in part to the fact that many businessmen have felt 
that the government was unfriendly to business. Labor has been critical of 
business. New legislation and new and higher taxes have been a constant 
threat. Experience rating will provide greater security for millions of 
employees and to that extent the basis for hostile legislation, higher taxes, 
and criticisms from labor will be reduced. That is, the type of economic 
environment which is indispensable for business expansion will tend to be 
created. This is an intangible, but very important, factor. 
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Further evidence that partial stabilization has a cumulative effect in 
absorbing the unemployed comes from a small middle-western city. In this 
case there is only one large industrial payroll. Some 3,500 employees have 
guaranteed annual wages. Apparently as a result of this stabilization, the 
number of people in the city has increased from 5.4 to 6.2 per employee 
on the payroll of the industry in question. The velocity of money circula- 
tion has increased, and the stabilized earnings of the industry’s employees 
seem to have provided additional jobs in stores, service enterprises, etc. 
At least, no new industries have moved into the city, and preliminary 
investigation seems to bear out the above interpretation.’® 


Finally, perhaps partly because of the arguments advanced for years 
by economists, showing the importance of flexible prices and wages, a move- 
ment is under way through which manufacturers will find it easier to adapt 
themselves to shrinking demand; this adaptation in turn reduces the tend- 
ency for demand to shrink. Agriculture has operated on flexible price poli- 
cies, which are new for urban industry, for the most part. Already four 
large employers are operating on this principle of flexible wages and prices, 
and others are considering it. Of these four, the Nunn-Bush Shoe Com- 
pany’s technique is, perhaps, best known. 


This company pays the officers of the company 1% of the net sales, and 
the factory employees receive 20%. When the market shrinks, the employ- 
ees and management are more ready to shade prices in order to maintain 
consumption and, therefore, employment. When recovery takes place, 
whether in the form of a rise in volume or in price, wages of the employees 
are automatically restored to the former level or to higher levels. Under 
a system of fixed hourly wage or piece rates, employees normally will not 
accept a cut in rates even though employment is disappearing before their 
eyes, because the long struggle to attain those rates is too vivid in their 
memories. One cannot blame the employees for resisting wage cuts even 
though one is convinced that such cuts might in many cases mean fuller 
employment and larger annual incomes. Under a system of fixed hourly 
rates, capital tends to “exploit” labor during rising prices and rising volume; 
during periods of declining prices labor “exploits” capital, as evidenced by 
bankruptcies and deficits. Under the Nunn-Bush plan, wages and salaries 
adjust themselves automatically to market conditions. When business 
improves, labor does not have to wait for management to get around to 
raising wages. They rise and fall with the productivity of the enterprise, 
which is the only sound system of operation. 


While no one would argue that the Nunn-Bush plan (or variants 
thereof adopted by several other employers) constitutes a complete solution 


1 See Arthur Van Vlissingen, ‘Annual Wage in Austin,” Forbes, April 1, 1940, pp. 15-16. 
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to cyclical or depressional unemployment, it is submitted that it will go 
a long way toward mitigating periodic slumps and maintaining fuller 
employment." 


At least 50 employers adopted some form of annual wage plan for 
their production employees in the 1930’s. Most of them followed the intro- 
duction of experience-rating clauses in the unemployment compensation 
laws. Stabilization of employment and wages is becoming a major objective 
of top management; if this movement is given requisite encouragement, 
experiment will lead to techniques and devices which will provide greater 
security for those who are now employed, and will also pave the way for 
absorbing the unemployed. 


CROSS-CURRENTS IN INDUSTRIAL RELATIONS 


By GUY W. WADSWORTH, Jr. 
Personne] Manager 
Southern California Gas Company 


How can management cope most effectively with the feelings of abuse, the jealousy 
of authority, and the secondary discords which are sometimes an aftermath of cur- 
rent bargaining processes, inquires Mr. Wadsworth in this penetrating article. 
Some managements have tried the “gold cure” and found it only a palliative: 
others have engaged in undignified efforts to be friendly. Mr. Wadsworth depre- 
cates such methods and suggests an educational approach through line supervision. 


UDGING from the flood of current personnel literature bearing upon 
“the worker’s problems,” industry appears to have experienced a rude 
awakening. It has discovered that the worker has feelings, hopes, ambitions, 
and, in fact, resembles his boss in a number of ways. Being Americans, 
we have made the discovery with a bang, and are about to charge into the 
problem hammer and tongs. In consequence, a note of warning may well 
be in order. . 
There is, of course, definite need for recognition of the worker’s prob- 
lems. There is little question that payroll costs have been considered on 


11 A number of companies, of which Geo. A. Hormel & Company is the best known, have adopted 
other forms of flexible wage payment systems. 
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about the same footing as other unit costs. Jobs have been created as the 
needs of business have brought about a demand for services. This develops 
in accordance with the vagaries of public demand rather than according 
to scheme. A “planned economy” is a happy thought if the planners will 
make the customer buy whether he wants to or not. It may be that this 
obvious opportunity to round out our planning, which would have a pro- 
found effect upon the availability of jobs, is passed up largely because we 
are dealing with a free people. 


In any case, it is probable that in the past the individual worker’s 
problems have received little consideration. The boss, himself, has received 
little individual treatment in the scheme of things. If his judgment is 
bad, he loses his business. If he makes a good guess, the government 
interests itself in his profits. All this is thoroughly impersonal, and fre- 
quently unrelated to the individual struggles of the boss or of his enter- 
prise. Consequently, he is somewhat dazed to find himself given a bad 
character, and feels that if being friendly on a large scale is what the situa- 
tion calls for, he is ready to deliver. 


Industry, as a whole, has met the current labor relations situation 
with little fund of helpful experience upon which to draw. The larger 
aspects of the labor problem have rarely been tackled with sleeves rolled 
up, at least in the intellectual sense. Belated discovery of a capacity for 
good fellowship with the individual worker will perform no timely miracles. 
The foremost need is straightforward examination of the problem, not as a 
basis for tirade or apology but with a view to scientific analysis and orderly 
solution. 


Management has been prompt enough in recent years to do some 
“refiguring,” in the accounting sense, to meet the demands brought for- 
ward in collective bargaining. The “house-in-order” movement has gained 
impetus. It is no longer what the personnel man’s job is worth for him 
to suggest that some of the workers should be better paid, or that there 
is a good reason for paying overtime. In the broad sense, however, con- 
cessions, as such, bring no permanent solution. Wage increases are swiftly 
nullified by adjustments in “real wages.” Other improvements, such as 
vacations, seniority privileges, and so on, quickly become regarded by the 
employees as commonplace, and remain “concessions” only in the minds 
of employers. If anything, the labor movement tends to nullify the good- 
will value of these betterments by intimating that there is “more where 
they came from,” with the further intimation that the management will 
“give” only when forced to do so by an up and coming union. In short, 
the “gold cure” is, at best, a palliative in labor relations, and there is a 
practical limit to the extent to which it can be used. Giving ground will 
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not necessarily operate to bring the really troublesome issues to a point 
of rest. 


TWO GROUPS OF PROBLEMS 


As experience with collective bargaining broadens, it becomes evident 
that it presents at least two distinct groups of problems. The “give and 
take” typical of negotiations respecting wages, hours and working condi- 
tions represents one type of problem. The other is typified in the issue of 
whether or not these exchanges are to be carried on in a spirit of hostility 
and suspicion. Businessmen who are willing to take their chances in the 
haggling over prices and conditions of work find themselves at a loss to 
cope with the proposition that people working under the same roof are 
to trade in antagonisms. The employer can deal in facts and figures 
affecting his business, but how does a fellow go about proving that he is 
not a “heel”? Thus industry faces the primary demands of labor on the one 
hand, and cross-currents representing secondary discords on the other. 

It appears probable that the primary issues of bargaining will be 
settled along compromise lines. Neither party to the controversy is engaged 
in a holy war; both are endeavoring to tie in fundamental human wants 
with the ability to get. Management leaves itself wide open when it pleads 
that a wage increase of more than 5 cents per hour will spell ruin, and 
then proceeds to settle for 7 cents as against a demand for 10. On the 
other hand, labor itself would be the chief sufferer should there be any 
real success in efforts to liquidate management. The downfall of “the boss” 
would precipitate a catastrophe which could not even be made to look 
good. In short, the exchanges which take place in bargaining over wages, 
hours and working conditions must ultimately make good sense, or there 
will be fewer enterprises and fewer jobs. 


Secondary discords represent a horse of different color. Labor organi- 
zations, as at present organized, are not committed to the proposition that 
building up confidence between employer and employee should be their 
principal concern. It has been intimated that any cooling in the sense of 
outrage of the worker against the “boss” creates a real problem in retain- 
ing union membership. In any case, there are many more examples of an 
armed truce than of basically cooperative relationships. Now, all of this 
may preserve a necessary balance, and doubtless it can be justified, in the 
fashion of the day, in terms of sociology or scripture. It is not enough, 
however, to take the position that the boss has been a selfish, bad boy, who 
now proposes to sign the pledge. We have to cope with the backwash of 
feelings of abuse, and underdog attitudes which have been unleashed in 
current organizing processes. Waiving all issues of justification or apology, 
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one of the major problems in labor relations which must be faced realis- 
tically is this appeal to the sense of discord. If it can be successfully aroused 
and kept alive in our plants, our problems are multiplied. In any case, 
industry should be sure that it adds no fuel to the fire on its own score. 


Possibly the most basic element in labor relationships is nowhere better 
illustrated than in what happens when one worker, out of 10 in a line, 
is given the nod as a straw boss. In many individuals this prompts a pro- 
found change. Centuries of copybook maxims and all the wisdom of the 
proverbs have done little to curb the human desire to strut and display 
tail feathers at the expense of one’s fellows. This is common enough, even 
up the line, where the “call-me-Mister complex” infects many a newly pro- 
moted supervisor. Unfortunately, the lessons of human experience are not 
transmitted from one generation to the next. The human animal placed 
in a position of authority does not, by nature, tend to behave very well. 


THE UNPARDONABLE SIN 


Supervision, as a whole, agrees upon one great unpardonable sin. 
The worker who “goes over the head of the boss” has committed it. 
Stated otherwise, whoever appeals to higher authority, particularly with 
regard to a personnel relationship, has “gone and done it.” How much 
this jealousy of authority has contributed to industry’s current predica- 
ment in labor relations is difficult to say. Obviously, however, the 
union organizer counts upon the confusion which he can throw into super- 
visory ranks, and knows that he can nearly always strike oil when he can 
“bait the boss.” There can be little doubt that much of the impetus of 
organizing is associated with the touchiness of supervisors, who so readily 


furnish material for “intimidation” charges when their authority appears 
questioned. 


This has been of vital influence in current labor relations. When top 
management has decided on the limits to which it can go with wages, hours 
and working conditions, and agreement has been reached, that field of 
controversy is closed for the moment. Discords galore, however, can be fer- 
reted out down the line. Striking evidence of this is furnished by the state- 
ment of an eastern corporation executive that over 60 per cent of the petty 
strikes and interruptions of work in his company during 1938 were trace- 
able to the failure of line supervision to carry out commitments already 
made by management. The supervisor, even when informed, tended to 
play solos and interpret policy to suit himself. Union members and officers, 
more familiar with agreements, caught line supervision napping time and 
again. Management, to keep its word, had to reverse the supervisors, and 
the latter emerged rather groggy from the tilting. 
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It seems strange that little practical recognition has been given so 
important a matter. Management apparently presumes upon liaison in 
labor relations, despite the fact that numerous collective bargaining con- 
cessions are galling in the extreme to the man responsible for results on 
the front line. Line supervision feels shorn of power, and abandoned by 
management. Unions do not frown upon behavior on the job which, tech- 
nically within the law, is nonetheless calculated to pink the supervisor. 
Figurative nose-thumbing reaps a dividend of secondary discords and petty 
grievances, which in turn emphasizes the importance of the union. 


LACK OF TEAMWORK 


There is nothing new in this general proposition. Companies install 
payroll classification systems in order to effectuate a minimum wage scale, 
and it is usually a long struggle to sell supervisors on the importance of 
working the employees “in proper class.” Overtime policies fail of fulfil- 
ment until supervisors finally realize that the intent and desire of manage- 
ment is to pay the agreed premium for extra work, and that it is more 
important to keep your word than it is to “make a showing” in costs. Fre- 
quently, also, a checkup in the field unearths a boar’s nest of individual 
interpretation and application of rules. There is also the supervisor who 
resents the new order and bails out of his responsibilities. In short, in face 
of a great need for close cooperation, there is some working at cross-purposes, 
and some lack of common managerial viewpoint. 


This lack of teamwork has made itself felt throughout current labor 
relations. The organizers have attacked the weak side of the line. Some 
supervisors have shown about the degree of nonchalance commonly asso- 
ciated with being caught in the jam closet at a tender age. Stated other- 
wise, subordinate supervision has been, to a considerable extent, put out of 
countenance by clever organizing tactics. The obvious answer to this phase 
of dealing with secondary discords is for management to recognize that 
supervisors need to be carefully educated. Instead of presuming that all 
supervisors, particularly those a long way down the line, will conduct them- 
selves as representatives of the management, a safer presumption is that they 
will bear more resentment than information pertaining to the real objectives 
of management. 


GROUP EDUCATIONAL PROGRAMS 


One approach to this problem is a group educational program, in 
which management’s industrial relations objectives are enumerated and 
discussed orally with successive small groups of supervisors, until the entire 
supervisory staff has been covered. At the outset, there should be frank 
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recognition by management that, while basic labor policy is necessarily 
formulated at the top, the brunt of union activity in day-to-day contacts 
on the job is borne by line supervision. It can be pointed out that one of 
the most basic appeals of the union to the worker is the implied promise 
to “protect him from the boss.” Supervisors should be especially cautioned 
with respect to the tensions typical of the early phases of organizing, par- 
ticularly the tendency of some workers to assume a chip-on-the-shoulder 
attitude and to manufacture grievances in the twilight zone between proper 
and improper “union activity.” It can be pointed out that most employ- 
ees do not enjoy living at close quarters with the letter of the law, and that 
if the supervisor keeps his head at this juncture, such activity tends to die 
clown. 

Adequate time should be devoted to questions and answers, so that 
management itself can really get a line on the particular phases of indus- 
trial relations policies which are not understood, or which are misinter- 
preted or resented. The principal objective in such discussion is to post 
the supervisors on rules, policies and agreements to such extent that they 
will not be caught napping by outsiders. Experience indicates that this 
procedure makes the supervisor feel “in on the know.” Being placed in 
a position of confidence by the management, he tends to become a respon- 
sible member of the team, and feels less like an abandoned orphan. It 
is doubtful if this job can be accomplished by any short cut, such as pub- 
lication of a high-powered Statement of Labor Policy, approved by the 
Board of Directors. Resolutions are cold solace to the foreman who wants 
to know what to do when one of his men gets out of hand, or when some- 
one starts a “slowdown.” 


THE PERSONAL APPROACH 


There has been a marked tendency to forego such efforts to develop 
liaison in favor of a different attack. Some students of labor relations, 
impressed by the nature of individual grievances which come to light in 
collective bargaining procedure, take the position that it is the job of the 
immediate supervisor to “get closer to the men.” Noting instances in which 
employees complain of favoritism, or personal likes and dislikes, the tend- 
ency has been to conclude that a more sympathetic and confidential rela- 
tionship between supervisors and subordinates would solve industrial rela- 
tions problems at the grass roots. Hence a number of impromptu counsel- 
ing programs have been launched with this idea in mind. 

Even the modicum of evidence available to date on this activity sug- 
gests that it is one in which management should proceed with greatest 
caution. There is probably no occasion on which our ideas suffer more 
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from overproduction and underbaking than when we are trying to show 
“how human” we can be. Certainly if we give supervisors all the way 
down the line a special commission to “foster sympathetic understanding 
on the job” more effectively than in the past, this may be interpreted to 
mean that the average supervisor is expected to adopt a new order of 
tactics. 

Supervisors can be trained to define work requirements with special 
care in dealing with subordinates, and to do a good job in showing the 
worker where his performance stands out or falls short of an acceptable 
standard. When the supervisor is to “make a friend” of the employee in 
the bargain, the outcome is on the lap of the gods. To begin with, the man 
in authority is a symbol of the fundamental frustrations of those who must 
take, rather than give, orders. In addition, making friendships where they 
have not sprouted of their own accord means turning on the emotional 
heat. The best students of the mind have not yet shown us how to train 
our emotions—they merely tell us how to keep them out of sight. 


INVASION OF PRIVACY 


In some instances, the new order of friendly activity takes the form of 
confidential discussion of the worker’s strictly personal problems. Despite 
the present-day tendency on the part of some people to make a public issue 
of their poverty or other personal perplexities, there are still individuals 
who resent even well-intentioned peeking and prying. Stated otherwise, 
this avenue of “getting closer to the worker” may lead us into quarters 
where the individual vastly prefers his own privacy. Even when the approach 
is successful, ability to be a “good listener’ does not necessarily carry with it 
the ability to cope with the temptation to offer untested advice. In the 
field of clinical psychology, for example, trained professional people know 
that there are many problems which can be diagnosed but which cannot 
really be solved. Not only does giving advice entail responsibility, but 
the advice itself may not be any good. 


Another thought is that we should not be naive regarding the reactions 
of workers themselves. If sudden solicitude on the part of our supervisors 
awakens the suspicion that we are salving our consciences because we have 
not been giving employees a square deal all along, we may have a bear by 
the tail. We cannot afford to embark upon a course that is patently an 
admission, or which offers the pretense that a concern which we have felt 
all along is just now seeking articulate expression. We can expect, in the 
average group of supervisors, all degrees of ability and inability in handling 
human relations, just as they are unevenly endowed in other respects. 


Many supervisors have been promoted primarily because of some 
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excellence shown in manual or clerical work performed in a subordinate 
capacity. Sometimes this practice of rewarding the “best worker in the 
group” results badly, in terms of leadership. Ability to perform a task 
yourself does not necessarily mean that you can successfully direct other 
people. The all-American football player who turns out to be a poor coach 
illustrates the point. The policy of conferring supervision as a reward, 
therefore, may or may not operate to secure good supervisors. If we cannot 
determine the presence or absence of supervisory ability prior to actual 
trial, certainly we are in the same fix in launching a campaign of “getting 
closer to the workers.” We can expect that varying degrees of aptitude will 
be displayed in carrying out this commission, all the way from making fair 
progress to completely bobbling the ball. 

If the worker’s personal problems are to become of immediate con- 
cern, trained psychologists in the personnel department, who know how to 
secure transference and to gain the confidence of the worker, are better 
situated to do the job than the immediate boss. The “case work” approach 
has solved a number of knotty personnel problems and has assisted indi- 
vidual employees to become better adjusted in their work. This, however, 
is a semi-professional undertaking and not a good-will campaign fostered 
in the spirit of lighting a backfire. 


AVOID OVERFRIENDLINESS 


Despite the popular appeal of “more humanitarianism down the line,” 
the whole thesis of turning the supervisors loose upon the employees to 
produce a new order of friendliness may be based upon a faulty premise. 
A number of petty grievances, within our experience, reflects failures in 
the fundamentals of leadership. Much as individuals fundamentally may 
resent being subordinated to the will and direction of other people, they 
appear to resent leadership which they cannot respect even more. Fail- 
ure to observe scrupulous impartiality and to avoid even the appearance 
of favoritism engenders active resentments. The supervisor who identifies 
himself as an “easy mark” fares no better. “Being one of the boys” can be 
vastly overdone, not because democracy as such is objectionable but because 
you cannot rub noses as a “good fellow’’ one moment and become the stern 
disciplinarian the next. “Good fellowship down the line” may meet dif- 
ferent types of responses, varying from an answering note of friendliness 
to cynicism or downright presumptuousness. When the supervisor varies 
his approach in accordance with the expected response, he appears to show 
discrimination. The “treat ’em all alike” idea has been long tested and 
is a workable compromise. 


Experience in organizational history indicates that when the man in 
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charge fails to remain reasonably aloof and impersonal, both sides lose 
something. There should be an enlightened effort to prevail upon super- 
visors to stay in their own backyard, and to analyze carefully their own 
behavior in assigning work and giving orders, so that their actions will 
appeal to the average worker as examples of fair play. When a worker, 
even in filing a grievance, states that he “hasn’t a thing in the world against 
his boss,” the relationship between supervisor and subordinate is as sound 
and acceptable as it needs to be. 

Summarizing: Cross-currents in labor relations begin with a break in 
liaison between management and line supervision. The situation can be 
improved in part by education which interprets managerial policy to those 
on the front line. Supervisors should not suddenly lose dignity in their 
dealings with subordinates. The birthright of supervision is leadership, in 
which fair and equal treatment appears better calculated to make lasting 
friends than overt effort to become chummy. The Chinese preach a gospel 
of moderation which, among other things, suggests that it is well enough 
to get worked up over a good idea, provided we use only a little of it. 
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INDEPENDENT UNIONS—THREE YEARS AFTER 


By JOHN COLLINS 
Instructor in Labor Problems 
School of Education, Fordham University 


The independent union movement is assuming increasingly significant proportions 
on the industrial relations scene. Successes of independents in scattered labor 
elections throughout the country have shown a striking increase. These develop- 
ments bring many questions to the fore: First, how are independent unions 
regarded by the National Labor Relations Board? What difficulties do independents 
meet in competition with the two dominant labor organizations? Will independents 
federate? What has been the cause of their recent resurgence? In this article Mr. 
Collins, a student of the subject, answers these questions and makes special refer- 
ence to the recent Consolidated Edison Company election in which the independent 
union emerged victorious over the CIO. The reader will appreciate, of course, that 
Mr. Collins is an independen‘ union protagonist. The Association presents his views 


as a matter of interest to the readers of PERSONNEL, but does not thereby stand 
sponsor for his opinions. 


tae recent double-barreled victory of the Edison Employees Independent 

Union over the CIO makes timely a review of the independent union 
as a phenomenon in the field of labor relations in the United States. The 
story of the Edison case and how 31,000 men and women shifted and swayed 
in their allegiance, were coaxed and threatened by opposing unions (all 
types entered the picture at one time or another in the three-year struggle 
for supremacy—employee representation plan, AFL, CIO and independent 
union), is a whole study in itself of changing patterns in employer-employee 
relations. 

Since the history of industrial relations in the Consolidated Edison 
Company is so complete and seems to cover every phase of industrial rela- 
tions from employee representation to contracts with affliated unions, 
Labor Board decisions on unfair labor practices, rulings of the Circuit 
Court of Appeals and the Supreme Court of the United States, and finally a 
Labor Board election between an independent union and the CIO, a ka- 
leidoscopic picture of this history will serve to bring the independent union 
into proper focus. 

In 1937 a majority of the employee representatives of the Employee 
Representation Plan agreed to permit the International Brotherhood of 
Electrical Workers, affiliated with the AFL, to represent them in collective 
bargaining with the company, and the management on its part consented 
to sign a contract with the International. By its decision in the Jones- 
Laughlin case the Supreme Court had removed all doubt concerning the 
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constitutionality of the Wagner Act, and Governor Lehman had signed 
the Little Wagner Act (Doyle-Neustein Act) for New York State, to become 
effective July 1, 1937. The Employee Representation Plan which had been 
inaugurated by the company in the latter part of 1933 and the early part of 
1934 could not continue in its then existent form. The CIO, flushed with 
recent victories in the electrical and utility field, was rapidly approaching 
its peak. 

As a Labor Board election was unnecessary where the employer was 
willing to sign a contract with the union for its members only—and the 
employer was willing in this case to sign such a contract—no effort was made 
to obtain a Labor Board election. In June, 1937, the Consolidated Edison 
Company entered into contractual relations with the newly formed Edison 


locals of the International Brotherhood of Electrical Workers, an AFL 
affiliate. 


CIO SEEKS FOOTHOLD 


The CIO, desperately striving to gain a foothold in the Consolidated 
Edison Company, chose six men who, with hundreds of others, had been 
laid off in the latter part of 1935 and the early part of 1936 because of 
changes which the company made in the distribution of power in New York 
City. ‘These six men had been engaged in union activity, and the CIO, by 
filing unfair labor practice charges with the National Labor Relations 
Board against the Consolidated Edison Company with respect to the dis- 
missal of these men, used these cases as a qpeeenens f in a tremendous organi- 
zational drive in Consolidated Edison. 

It was also charged at this time that the contract which the company 
had signed with the International Brotherhood was the result of coercion 
and discrimination by the company, and petition was made to the Labor 
Board to invalidate this contract. 

After a long and bitter Labor Board and court struggle, the case was 
finally decided by the Supreme Court. The result was: (1) the reinstate- 
ment of the six men with back pay; and (2) the refusal of the Court to 
invalidate the contract which the company had made with the AFL. The 
practical effect of this decision was to aggravate the already bitter feud 
between the AFL and the CIO in the Consolidated Edison Company. 


FORMATION OF THE INDEPENDENT 


The CIO advocates kept up a steady pressure on Edison employees 
during these three years, continually challenging the position of the AFL. 
The AFL, secure in its position with a signed contract and a voluntary 
check-off arrangement, paid little heed to its opponents. Meanwhile, how- 
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ever, there were rumblings of internal troubles in the Edison local of the 
International. Powerful Local 3 of the International began to infringe 
upon the rights of Edison employees to certain work. In an important 
case involving such work, the parent body of the International decided to 
give this work to Local 3. This led to a mass exodus from the AFL and 
the immediate formation of an independent union. In the short space 
of three months the independent had whipped into shape an aggressive and 
formidable contingent and made application to the National Labor Rela- 
tions Board to be placed on the ballot in a pending election between the 
AFL and the CIO in the Consolidated Edison Company. After a thorough 
investigation as to both the legitimacy of the newly created independent 
and its substantial interest in the election, the Labor Board placed the 
independent on the ballot. Although the independent believed that all the 
employees should vote as part of one unit, it acquiesced to the creation of 
two units—the first to constitute the service and manual workers and the 
second to comprise office and clerical workers. Two weeks prior to the 
election the AFL eliminated itself by withdrawing its name from the ballot, 
thus leaving the CIO and the independent to settle the battle between them. 
The same timeworn charges of “company union,” “employer’s tool,” etc., 
were hurled at the independent, this time from sound trucks and over the 
radio as well as by the more conventional method of handbills and through 
the CIO newspaper. In addition to their own forces, the aid of other CIO 
unions both in and out of New York City was enlisted to “capture” the 
Consolidated Edison Company for the CIO. 


MULTIPLE VOTING CHARGED BY CIO 


The election took place on April 4 and April 5, the production workers 
voting on the first day and the white-collar section casting its ballots on the 
second. Despite all the precautions taken by the National Labor Relations 
Board to insure a fair and secret election, the CIO charged multiple voting, 
going so far as to accuse Mrs. Elinore M. Herrick, the Regional Director 
of the NLRB, of collusion with the company; and it petitioned the Board 
at Washington for her dismissal. Sealing the ballot boxes and stationing a 
policeman in the office of the Labor Board night and day with represen- 
tatives of both unions and the management to keep guard over the boxes, 
Mrs. Herrick’s staff spent two weeks rechecking the eligible voters. In this 
recheck representatives of both unions and the company were present. In 
a statement after completing the recheck, Mrs. Herrick said: 

In the face of the ridiculous charges made by the Amalgamated Utility Workers, 
I am reminded of the proverbial mountain of Horace which labored to bring forth 
a mouse! This recheck cost the government in the neighborhood of $2,000, but it 


was worth it because it has proved beyond the shadow of a doubt to any reasonable 
person that the elaborate precautions taken to insure a fair election worked and that 
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every error made at the polling place by voters or union observers was detected 
and segregated in the normal course through our machinery for challenges. 

These checks insured that the result which is being tabulated in the presence of 
all parties is a conclusive result. 


The result of the tabulation gave a clear margin to the independent in 
both production and white-collar units. The following figures tell the story: 


Production Unit White-Collar Section 





Independent 9,813 6,311 
cIo 6,188 3,541 
Neither 961 1,969 
Void 29 5 
Blank 13 5 
Challenged 294 427 


Thus, in the second largest election conducted in the history of the NLRB 
and the largest election in which an independent union participated, the 
independent union came out on top. 

Putting aside for the moment the more spectacular and dramatic in- 
cidents connected with certification by the National Labor Relations Board, 
it might be well to consider the position of personnel men in evolving a 
labor relations policy to cover the employees of a particular company re- 
gardless of what labor organization the employees have chosen as their 
collective bargaining agent. 


DO INDEPENDENTS OFFER STABILITY? 


In formulating an industrial relations policy, the personnel man must 
be sure that it can be integrated into the framework of his particular com- 
pany and at the same time be attractive enough to win the support of the 
rank and file of the employees. A good personnel executive is neither an 
opportunist nor a shrewd bargainer in the sense of being a horse-trader. 
He more nearly approaches a staff or liaison officer in the army, with the 
additional obligations of administration. It is his function to adjust 
employees individually and collectively to the policies of the company and 
to educate and enlighten top management as to the desires and needs of 
these employees. This is best performed where there is some guarantee of 
stability in employer-employee relations. Do independent unions offer 
this stability? If they are certified by the National Labor Relations Board, 
yes, since such independents generally receive a pretty thorough testing by 
both investigation and election in the process of becoming certified. Fur- 
thermore, the certified independent union offers the employer an oppor- 
tunity to cement permanent employee-employer relations because there can 
be absolute frankness on the part of each, resulting in that mutual respect 
so necessary to the enjoyment of healthy labor relations. 

Since it can be stipulated that a certified independent gives promise of 








cc 
fa 


tit 
ca 
pe 
es 
to 
re 
e\ 


jh 


th 
C. 


in 
W 
co 
of 
th 
ca 
ti 


BC 


to 











INDEPENDENT UNIONS—THREE YEARS AFTER 187 


long life and can be considered as good material with which to fashion 
a long-range industrial relations policy, the next question that arises is: 
What characteristics must an independent have to become certified by the 
National Labor Relations Board? Put bluntly, it must be really and truly 
independent and have the support of a majority of the employees in any 
given unit. 


HUNDREDS OF INDEPENDENTS CERTIFIED 


Getting through the “lines” of the National Labor Relations Board 
may entail a little more time and proof than is usually necessary with 
national affiliated unions, but the fact that hundreds of independents have 
been certified by the Labor Board indicates that it not only can be done 
but has been done. 

Blanket approval or disapproval of the Board’s action in cases involving 
company domination cannot be given without a detailed analysis of the 
facts in each case, which is impossible here. The Labor Board can argue 
that more than 8o per cent of the Board’s orders involving company domina- 
tion have been sustained by the Circuit Courts of Appeals and in the two 
cases that reached the Supreme Court the Board’s order was upheld. Op- 
ponents of the Board point out that the courts must accept the facts as 
established by the Board itself, since the terms of the Act limit the courts 
to a review of the questions of law in any given case. The Supreme Court 
recently ruled on this point, i.e., the Board’s power to make findings from 
evidence both exclusive and final, when in the Waterman Steamship case 
Justice Black said: ‘““The Court of Appeals’ failure to enforce the Board’s 
order resulted from the substitution of its judgment on disputed facts for 
the Board’s judgment—and power to do that has been denied the Courts by 
Congress.” 

The extent to which employees were frustrated in collective bargain- 
ing with the employer under the employee representation plans of the pre- 
Wagner days is to a large extent conjectural and certainly varied with the 
conditions and circumstances in each company as well as with the character 
of the individuals representing the employees. However, Section 8 (2) of 
the National Labor Relations Act is predicated on the theory that all 
company participation in the internal affairs of employees’ labor organiza- 
tions is wrong. This participation, which is proscribed by the Act, has been 
“defined” by the Board in numerous rulings involving Section 8 (2). 


BOARD’S PRINCIPLES ON COMPANY DOMINATION 


These rulings or principles which the Board has established with respect 
to company domination and company participation appear in the Board’s 
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annual reports. In its recent Fourth Annual Report, the Board has made 
the following rulings in this connection: 
1. It is employer participation whether the employer acts through a 


chief executive or through a minor supervisory official (Matter of 
Inland Steel Company). 


2. Old-line employee representation plans and all their indicia are 
proscribed (Matter of Bethlehem Shipbuilding Corporation). 


3. Indirect financial assistance, an unfair labor practice— 
a. Profits from administering a canteen, in whose operation em- 
ployer assisted, financed activities of the labor organization 
(Matter of Iowa Packing Company). 


b. Under the “Hamilton Plan” employer contracted to compensate 
labor organization for “services” rendered the company by the 
labor organization “for the mutual benefit of the corporation 
and its employees” (Matter of Calco Chemical Company, Inc.). 


4- Re-formed or reorganized company-dominated unions generally 
retain the stamp of employer domination and are therefore illegal 
(Matter of Bethlehem Shipbuilding Company; Matter of Republic 
Steel Corporation; Matter of Continental Oil Company). In most 
of these cases the Board holds the transformation is only partial, 
and this accounts for its rulings. 


While the Board may have been a trifle eager in some cases to find 
evidence of company domination, the decisions in most of the cases indicate 
that the evidence was quite patent and justified the Board in taking action 
against the employer. The net result for the truly independent union has 
been a very salutary one. The knowledge that the Board is meticulous and 
thorough in its investigation with respect to company domination enhances 
certification by the Board of an independent union and places such unions 
beyond the pale of suspicion. Employees who are members of an independ- 
ent union are quite anxious and insistent that “their union” be on the 
approved list. There is no inconsistency in wishing to deal more directly 
and personally with an employer and at the same time desiring a clean bill 
of health from the Labor Board. The two are not mutually exclusive. 

A practice in which the Board had indulged for about two years was 
checked in a decision handed down by the Circuit Court of Appeals in 
Chicago about a month ago. An order of the Labor Board that an em- 
ployer reimburse employees for amounts checked off their pay as dues for a 
union, held to be company-dominated, was not sustained by the Court. 
The Board had for the past two years acted upon its own reasoning, i.e., 
“The employee is placed in the position of permitting the check-off or of 
putting himself squarely upon record as openly opposed to the company’s 
wishes,” and therefore by asserting its power to order reimbursements the 
Board can more effectively check unfair labor practices. The Court, how- 
ever, considered the order of the Board as “punitive rather than remedial,” 
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and in answer to the Board’s plea that these dues payments had provided 
financial stability to the dominated union pointed out that reimbursement 
would not change that financial stability. “The employees would get back 
the amount of their dues without diminishing the financial resources of the 
treasury of the Association.” 


The rulings made by the Board in these various cases were based on 
evidence submitted to it by witnesses of all complexion. As the “facts” are 
the all-important consideration in these cases, absolute faith must be placed 
in the administrators of the Act with respect to the admission of evidence. 
Occasionally the Board feels obliged to call in expert witnesses whose func- 
tion it is to supply a “background” for a charge of company domination. It 
is therefore quite disturbing to find one of the Board’s important officials 
and expert witnesses consistently opposed to independent unions in all their 
forms. This official has candidly stated that independents are not con- 
structed for effective collective bargaining*—a wholly gratuitous assumption, 
and rather dangerous. The Wagner Act neither expresses nor implies the 
right to evaluate the effectiveness of a union. 


INDEPENDENTS HOLDING THEIR OWN 


In the elections conducted by both the National Labor Relations Board 
and the State Labor Relations Board, independent unions have more than 
held their own in elections in which they have participated. According 
to a report of the New York State Labor Relations Board issued on Decem- 
ber 31, 1939, the independent unions won a higher proportion of the elec- 
tions in which they participated than did either the AFL or the CIO. Of 
the 52 elections in which the independents participated, they were victorious 
in 32. 

The record of independent unions in elections conducted by the Na- 
tional Labor Relations Board, according to the figures supplied by the 
Labor Relations Reporter, is also clear indication that independents are 
more than holding their own. From February, 1936, to September, 1937, 
independent unions won 61 elections and polled 37,049 votes; from October, 
1937, to September, 1938, independent unions won 93 elections and polled 
31,856 votes. From October, 1938, to September, 1939, independent unions 
won 59 elections and polled 18,747 votes. For the last quarter of 1939, 
namely, from October 1 to December 31, independent unions won 40 elec- 
tions and polled 11,465 votes. In comparing the percentage of elections 
won by independents in the year ending September go, 1939, and the last 
* See “Hearings Before the Committee on Education and Labor, United States Senate, Seventy-Sixth 

21 Bo and 25.1939"". Pages 2251-2263, covering “Memorandum to staff: Current Antilabor. Activities, 
by David J. Saposs, Chief Economist, and Elizabeth T. Bliss, Junior Economist, of the Division of 


Economic Research, National Labor Relations Board, March, 1938.” (United States Government 
Printing Office, Washington, 1939.) 
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quarter of 1939, it is interesting to note that independent unions in the last 
quarter of 1939 won 14 per cent of all the elections, as compared with 8 per 
cent won by them in the year ending September go, 1939. 

In the month of February, 1940, independent unions polled more 
votes than either the CIO or the AFL, their total of 9,426 votes nearly equal- 
ing those polled by the AFL and CIO unions together, which were 4,883 and 
5,254 respectively. 

It might, therefore, be safely stated after considering these figures that 
the independent union, when it is given a place on the ballot, has more 
than a 50-50 chance of winning the election. 


WHY DO EMPLOYEES JOIN? 


A question that has been frequently asked is: Why do employees join 
independent unions? Perhaps a simple way of answering this question 
would be to contemplate the answer of the employee who, when asked what 
union there was in his plant, answered proudly: “We have our own union 
here.” ‘There is more in that statement than at first meets the eye. There 
is a background of past labor relations with the employer; a natural desire 
for ownership and the pride that comes with ownership; the element of 
strong attachment to local self-government with concomitant suspicion of 
centralized control and the pressure of outside forces; and, finally, a feeling 
that, when dealing with the employer through an independent union, 
prudence and good judgment will be used and recourse to force and vio- 
lence will only be adopted as a very last resort and then only after full 
consent of the employees involved. 

Of course, the reason why employees join independent unions could 
be elaborated by investigating the facts in each individual case; but in the 
over-all picture one receives the impression that the philosophy of the inde- 
pendent union is quite different from the philosophy of the affiliated union. 
The emphasis in the independent union is not placed on balance of power 
so much as it is on sound judgment plus mutual respect and confidence on 
both sides of the conference table. The result is that agreements made 
between independent unions and employers compare favorably with those 
negotiated by affiliated unions and are apt to result in better understanding 
between the employees and the management. Perhaps it is because the 
independent has an easier approach to the employer, and because it neither 
desires to club the employer into submission nor adopts a “hat in hand” 
attitude toward him. The employer, on his part, when dealing with a certi- 
fied independent union, recognizes that the employees by choosing an inde- 
pendent union have expressed confidence in the industrial relations policy 
of the employer, and have thereby indicated a belief that negotiations 
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between the two can be conducted on a higher plane because they are deal- 
ing with an enlightened employer. 

Predicting the future of the independent union, although not much 
better than good speculation, nevertheless is easier today than it was two 
years ago. Independent unions have won their spurs, they have gotten over 
that first fright of going it alone; and the employer, too, is finding out that 
if he allows his employees to make up their-own minds without any inter- 
ference whatsoever, he need not fear the result, provided his past labor 
relations with his employees have earned their respect and confidence. 

Will independent unions federate? There have been attempts to do 
this, but none has met with any real success. The probabilities are that 
independents will remain unaffiliated, and the reason for this is found in 
the fact that their very nature precludes federation. 

In the field of state and Federal legislation, both actual and proposed, 
the pendulum seems to be slowly coming back to a more normal position, 
wherein the scales will not be weighted for either the employer or the 
employees. Provided the pendulum does not swing too far back, this is also 
very salutary and should result in better relations between employers and 
employees during the next decade. 








JOB EVALUATION—A PHASE OF JOB CONTROL 


By CHARLES W. LYTLE 
Associate Professor of Administrative Engineering 
New York University 


In this lucid review of job standardization and job evaluation, Professor Lytle 
applies engineering analysis to job control as a whole and defines the inter-relation- 
ships of its various steps. While no attempt is made to present new material or 
to cover the subject in detail, the author’s treatment is essentially new and should 
help clarify thinking in regard to this important tool of management. Professor 
Lytle is an authority in the field of wage incentives, and his “Wage Incentive 
Methods” is considered a definitive text. 


i ip longer I observe management and teach its principles, the more I 

feel the need of considering each of its steps in relation to all its other 
steps. Not only are some steps prerequisite to others, and some steps inef- 
fective without others, but some steps can be better established and oper- 
ated if they are coordinated with others from the beginning. This inter- 
dependence I believe is particularly important in the cases of job standard- 
ization (motion and time study) and job evaluation (characterization and 
rating). The fundamental objectives of the former are: the determination 
of “the one best way” and the establishment of standards as a dependable 
base for tasks. The fundamental objectives of the latter are: the determin- 
ation of job characteristics, in relation to man-qualifications, necessary for 
operating according to standards, and the making of a rate structure which 
will bring economic satisfaction in such operation to all concerned. In 
other words, job standardization, at its best, is a scientific procedure to put 
the tools and the methods of each job on a sound foundation, while job 
evaluation, at its best, is a scientific procedure to put the placement and 
remuneration for each job on a sound foundation. 

The differences in the sources of development and in the ages of these 
two functions have until recently kept them apart. Job standardization 
(conceived in 1881), despite its varying degrees of merit, has always retained 
its heritage from Taylor, if not also from Gilbreth, so that its identity as a 
part of industrial engineering has never been questioned. Job evaluation 
may likewise be said to have descended from the ideas of Taylor,’ but it 
did not assume its present shape until about 1917 and was then nourished 
in a non-engineering environment. So-called job analysis and salary stand- 
ardization, through which present-day evaluation emerged, had had little 
help from any engineers. Job analysis, with its summations of classification 


1 His science of work, selection of first-class men, and functionalization of foremanship. 
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and specification, had been made and used solely by the personnel staff as an 
aid in selection and promotion, reduction of labor turnover, etc. Salary 
standardization had been performed usually by non-engineering manage- 
ment consultants. While it was sometimes used as a basis for setting rough 
tasks, it was aimed primarily at grading office jobs into equitable salary 
classes. Hence the first attempt at evaluation was by means of grading or 
ranking and direct monetary rating. 


As to “rate-setting,” it is true that the industrial engineers, engaged in 
incentive work, often made recommendations for wage rates, but the pur- 
pose was to fit the time rates to incentive earnings and the scope did not 
usually embrace jobs on an hourly basis. So long as rate determination for 
hourly-paid jobs was mostly a matter of supply and demand, rate-setting 
was usually treated as a line function, the personnel staff collecting data 
and furnishing advice only. It was reasoned that each superintendent, or 
perhaps each foreman, must have the authority to set, raise or lower all 
wage rates as occasions required and on the spot. After the upheavals of 
the last World War, economists began to make something else of it.2 Some 
claimed that the cost of living, if not a legislative minimum, should be the 
basic criterion on which the correct relativity of all rates could be con- 
structed. A few experiments based on cost of living were tried, but with 
doubtful success. Others claimed that the rates themselves should be left 
to the influence of supply and demand and that extra-financial incentives 
would continue to take care of all individual variations, for most of the 
employees—i.e., through payment by results. In fact, the extension of in- 
centives has continued to give satisfaction to large groups of American em- 
ployees. In the meantime, state wage laws, the NIRA of 1933-1935, and its 
offspring the Fair Labor Standards Act of 1938 made certain minimum rates 
mandatory. But the major influence came from the CIO after it got the 
backing of the NLRB in April, 1937. This aggressive union had organized 
large groups of unskilled and semi-skilled employees, and then assumed a 
power never before wielded by employees in this country. Wage rates were 
set for large groups by collective bargaining and pushed upward frequently. 
Hours came down and, in not a few cases, efficiency per man-hour fell off 
alarmingly. In short, bargaining became as unbalanced in favor of em- 
ployees as it had ever been in favor of employers. Better substantiation of 
employers’ claims became the need of the hour. 


At the same time, a rapidly improving mechanization plus a widening 
use of motion study had been changing jobs so radically and frequently 
that few jobs in one plant remained exactly like similarly titled jobs in any 
other plant. Employers could use only the relatively few “key jobs” for 


2 The Annals of The American Academy of Political and Social Science, March, 1922. 
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rate comparisons, and even these needed to be checked by personal inspec- 
tion. Thus the “going rate” for any class of jobs in a community became 
less evident, if not undependable, as a basis for rate-setting. This meant 
that the management of each plant had to work out its rate structure almost 
independently of inter-plant comparisons. 


The situation just described would have been sufficient reason for per- 
fecting the step of job evaluation, but the sudden widespread interest in 
it resulted from the union development previously referred to. Feeling 
their increased power, the union leaders began, about 1937, to raise such 
questions as, “Why has job A been paying five cents an hour less than job 
B?” And sometimes they displayed more accurate knowledge of the jobs 
in question than that possessed by management! In such a predicament the 
management turned to the personnel department for data. Where the job 
analysis-classification-specification and evaluation had been well done, an 
answer could be given at once which would sustain the variance and fore- 
stall embarrassment. Sometimes there was qualitative data but little quan- 
titative data. Very often there was neither. The few plants which had 
pioneered in systematic evaluation soon acquired renown among the less 
foresighted. Emulation was now the order. 


SUPERFICIAL TECHNIQUES 


The haste which is today characterizing this emulation accounts for 
some of the superficiality to be found in this field, but there are other 
causes. The very principles on which evaluation rests are overlooked in 
assigning analysts for its performance. So-called wage analysts have sprung 
up like the “efficiency experts” of 1912. In fact, there is the same spread 
from extraordinary competence to gross incompetence. Also, as in the case 
of 1912 time study, the specific principles and procedures are either not 
yet matured or not yet accepted, so that in the hands of unscientific or inex- 
perienced analysts there is a tendency toward elaborateness rather than 
toward true accuracy. In some cases a poor system has gotten started and 
management is reluctant to change. At this stage the analysis and synthesis 
of the step itself is most important and calls for the best brains in operating 
management. Unfortunately, also, knowledge concerning some of the 
major characteristics is deficient. For instance, does even an experienced 
industrial engineer know all the laws and measures of skill? He certainly 
does not; no one does. Limited research has been attempted by the Gil- 
breths, the University of Iowa, and a few psychologists, but very little of a 
scientific nature has been learned and more information is needed badly. 
In the meantime we must approach such characteristics experientially and 
be as objective in judgment as possible. We can at least simplify and 
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standardize the major breakdown and work out the one best sequence of 
procedure. 


The question remains, who is best qualified to perfect this procedure 
and to operate it? The personnel people made some progress while the 
industrial engineers were engrossed with their therbligs. All credit to the 
former. But it is the industrial engineer who gives final shape to any 
standardized job. In doing so he incidentally creates the degree of the 
characteristics which eventually must be evaluated. By the same preroga- 
tives he also alters these degrees every time he restudies a job. Motion 
study commonly eliminates as much as 70 per cent of the time required for 
completing a job cycle, thereby changing radically the classification of the 
job. In the comparative evaluating some characteristics will be seen to be 
excessive in degree. The industrial engineer is the only one who can alter 
the job to reduce this degree. In short, such a job requires motion study. 
If a motion-study analyst were to review that job he would recognize the 
waste in it by comparison with idealistic standards which he would already 
have learned to envision for every kind of work. Gilbreth called these ideals 
“superstandards” and told us that the superstandards of today would be- 
come the actual standards of tomorrow.’ Certainly the ability to make 
such comparisons is important in all the steps of job control. 


SUMMARY OF JOB CONTROL 


Suppose we apply analysis to this entire field of job control. Aside 
from the service controls which plan, dispatch, inspect, and cost, for groups 


of jobs the whole creation and control of jobs may be summarized as 
follows: 


STEP I—Invention and Construction 
This includes the development, design, and production of 
equipment, jigs, tools and auxiliaries. 

Step II—Job Standardization 


This includes the development and standardization of the most 
expedient arrangements, motions and times for utilizing the 
items of Step I in producing goods or services. 


Srerp III—Job Review 


This includes systematic analysis, specification and classification 


of job characteristics in relation to employee minimum quali- 
fications. 


8 Bulletin of The Taylor Society, June, 1922, pp. 103-111. 
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Stee 1V—Job Evaluation 


This includes the determination of relative importance of job 
characteristics and their monetary value to establish base rates. 


Step V—Merit Rating 


This includes the determination of relative employee merit 
which must be compensated through time rates. 


Step VI—Incentives 
This includes the establishment of non-financial and extra- 
financial* incentives to elicit optimum employee response and 
to reward the same according to the advance arrangement. 


It will be noticed that these are sequential steps, that each successive 
step is a progression carrying the antecedent one forward and eventually 
ending in a unified whole. Note also that: 

Step I is obviously a function of the technical (usually mechanical) 
engineer. 

Step II is, without exception, a function of the industrial engineer, who 
made the transition to this work from mechanical engineering. 

Step III, although inspired by Taylor and Hathaway, has been de- 
veloped by the personnel profession. Despite that, it is now being aided 
by the industrial engineer to an increasing degree. 

Step IV, in its original phase of rate-setting, was a line function. As 
it broadened, the employment department began to furnish surveys and 
in time to carry on extensive investigations, etc. At present all collected 
information passes to a representative “wage committee,” which sifts it, 
perhaps synthesizes from it, and makes recommendations which are re- 
jected or authorized by a line executive. In a large concern there are 
usually local committees as well as the general committee, all or some of 
the latter sitting in with each local committee. A professional analyst is 
now being hired to lead in all such work, usually setting up the forms of 
procedure. When a complete plan of procedure has been adjusted and 
accepted by the management, a manual to standardize all details of the 
procedure is compiled and used as a guide for carrying out the plan. The 
committees are variously composed, but usually the general committee in- 
cludes both a personnel man and an industrial engineer. 

Step V has been performed by the personnel staff in its follow-up of 
employees. No one is likely to question the fitness of this if other inter- 
ested parties are allowed hearings, as is usually the case. 


* Where there is an extra-financial incentive applied, Step V may be eliminated, because each employee 
demonstrates his own rating and the pay variation per hour is automatic and impersonal. 
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Step VI might logically be a personnel function also were it not for the 
fact that, historically, practically all incentives were designed and applied 
by industrial engineers. There are also some technical reasons why the 
personnel people do not covet this function. Nevertheless I think the per- 
sonnel staff should sit in on consideration of all important incentive prob- 
lems so that the human factor may never be overlooked. 

I leave this general analysis without drawing further conclusions, pre- 
ferring to let each reader draw his own. I may comment, however, that 
Dr. L. P. Alford has recently pointed out that “the whole impact of 
Taylor’s work was directed at employer-employee relations.” I believe my 
analysis supports that interpretation in that it shows the movement initiat- 
ing in mechanical engineering and extending through into economics and 
psychology. The sequential nature of the steps certainly suggests the need 
for direct cooperation between engineers and personnel staffs, both of whom 
are serving the line and employees thereunder. 


THE NEW APPROACH TO EMPLOYEE DISCIPLINE 


By GLEN U. CLEETON 
Carnegie Institute of Technology 
Pittsburgh, Pennsylvania 


Employee discipline today has progressed far from what the author of this 
article dubs the “Mailed-Fist Era” and the “Rules and Regulations Era.” Dis- 
ciplinary policies are becoming constructive in philosophy and clinical in method. 
This paper contrasts the old and new systems, and outlines a suggested clinical 
approach. The paper was originally presented before the Pittsburgh Personnel 
Association. 


ee discipline in America appears to have progressed through 
three stages. These are not clearly defined or distinctly separate eras 
but for our purposes we may treat them as though they were. 

The first can best be described as the “Mailed-Fist Era.” The under- 
lying philosophy seems to have been “Treat ’em rough and make ’em like 
it.” The methods were dictatorial and militaristic. ‘This style of employee 
management became almost extinct following the first World War. 

The second may be designated as the “Rules and Regulations Era.” 
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The philosophy and method were distinctly legalistic, and the objective was 
to make employee management routine and systematic. This viewpoint 
grew out of efforts to put personnel management on an efficiency basis. 
The motives were laudable, but results were often disappointing. 

The new approach to discipline is individualistic in philosophy and 
clinical in method. Contrasts between older systems of employee discipline 
and the new approach will be presented in this paper. 


1, Why is it impossible to set up a routine system of discipline? 


It would be quite convenient for management if discipline could be 
reduced to a simple routine of making reports and imposing penalties. To 
some extent the discipline program can and should be systematized, but 
any person who has dealt with employees realizes that the personal element 
is constantly present. ‘The employee frequently seeks to excuse his actions 
because he fails to see their ill effects. He may not realize the annoyance 
and actual loss that result from his negligence, inefficiency, and personal 
idiosyncrasies. System in managing discipline is essential, but provision 
must be made for individual variations. 


2. What are some of the actions of employees that frequently call for disci- 
plinary treatment? Can these be classified or grouped for the purpose 
of determining discipline policies? 

Every personnel executive has probably had occasion to deal with 
employees who have injured their standing in the company through tardi- 
ness, excessive absence, dishonesty, insubordination, quarreling, fighting, 
drinking, immorality, neglect of duties, and disregard for safety precautions. 

The actions that most frequently require discipline vary from organi- 
zation to organization; therefore it is desirable that each company study 
its own discipline records and determine the main sources of difficulty. 
With such information available, it is possible to shape discipline policies 
to correct the difficulties which are causing the greatest amount of trouble. 


Frequently, a tabulation of employee actions which lead to discipline 
brings to light interesting information. Dr. John M. Brewer, of Harvard 
University, studied the reasons for discharge in 4,174 cases and found 
that 62.4 per cent of the cases had involved personal characteristics such 
as insubordination, unreliability, absenteeism, etc. In contrast, it was found 
that lack of skill or ability accounted for 34.2 per cent of the cases. From 
this evidence it would appear that the most serious disciplinary actions 
result from personality weaknesses more frequently than from inability. 
This information is corroborated by Mr. William C. Ackerly, Secretary of 
the New York Employment Managers Association, who studied 4,000 dis- 
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charges in 76 business institutions. The reasons reported for discharge 
were as follows: 


NL onan wale oon ate warrerae 14% 
INN Sogo cas sucduin > nreman ac amularens 10% 
ES aise sa Wane eas 2 wien eaawenen 10% 
DEE: chasddnatsnindadasensbndenewaued 8% 
Attention to outside interests............... 8% 
SE Sr SG bs Kank ekaciercceennenee 71% 
DEE. dvuhigeneds yetecengens chutaind beeen 7% 
RE WE INET ihcentin: wie acacton sore ne nine Miwielemane ote 71% 
CEE S8¢56reedvenencacteeesanapeseneed 3% 
IE ro winron pi ge0 woe ee pha oo eee 2% 
EE, Niezeccest abrarapesweseseery 24% 


3. Js employee self-government a solution to the discipline problem? 


Employee self-government has been discussed to a considerable extent 
in books on personnel management during the past 20 years, but little 
progress has been made in applying this technique on an extensive scale. 
It is doubtful whether it will ever be widely used. In the few instances that 
have been reported which show some promise of success, the employee 
groups have been small in number and have been closely associated in their 
work. Organizations employing large numbers of workers distributed over 
a considerable territory have had little success with this method of disci- 
pline administration. 

Methods of self-government should be studied carefully, however, by 
everyone concerned with the problem of discipline. Certain trends today 
indicate the possibility that cooperative management may be a problem 
with which we shall be obliged to deal at some time in the future. If 
that time ever arrives, education of employees will become an extremely 
important problem. 

Employee cooperation and participation in discipline control should be 
sought regardless of the system or plan. Every person concerned with the 
administration of discipline should attempt to “sell” the employees under 
his direction on the rules and regulations which have been set up by the 
company. The advantage of rules and regulations to the group as a whole 
should be made clear to each employee. 


4, What is the clinical or analytical approach to discipline? How does it 
differ from other methods of handling discipline? What are some of 
the questions raised by the clinical approach? To what extent is a 
knowledge of human nature necessary in applying the clinical method? 


The clinical method of handling discipline is a constructive approach 
to the problem. Underlying causes are studied and individual cases are 
carefully analyzed to discover reasons for work failures, operating faults, 
and infractions of regulations. The action to be taken in the case of an 
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individual is decided on the basis of such investigations. Also, the effective- 
ness and justifiability of rules and regulations in force may be determined. 


Recent attitudes toward discipline tend to be legalistic and incline to 
be punitive. From the legalistic point of view it is presumed that where 
there is evidence of guilt, the guilty employee should be summarily pun- 
ished. Cause of behavior leading to the imposition of disciplinary measures 
is seldom considered, and the possible effect on employee morale is often 
incorrectly estimated. Traditionally, punishment is administered both for 
the purpose of correcting individual faults and as retribution for misde- 
meanors. Unfortunately, faults are usually based on habits which must 
be corrected before the fault can be eradicated. Punishment may change 
the worker’s attitude and still not influence his future behavior. The clini- 
cal approach seeks to bring about behavior changes, and less concern is 
given to the question of punishment. 


Such questions as the following are considered during the clinical 
study of discipline cases: Is the infraction of major or minor consequence? 
Has the worker been guilty of the same or other infractions before? Is there 
a condition in the work situation that may have influenced the man’s 
actions? Can some of his personal characteristics be modified, thus making 
it possible to prevent recurrence of the behavior in question? Does the 
worker need special instruction to help him to overcome operating faults 
or to provide needed information? Was the infraction the result of ignor- 
ance, was it accidental, or was it due to neglect or deliberate action tending 
toward sabotage? Does the employee’s medical record indicate need for 
special treatment? Are mental and emotional complications involved which 
might be referred to a psychiatrist? Do the man’s qualities, inherent abili- 
ties, and personal traits provide information that would justify refusing 
employment to similar individuals in the future? 


The objective of the clinical method is that of securing proper adjust- 
ment of each individual employee. Because of differences in circumstances 
surrounding the incident, or incidents, which have brought the employee to 
the point of investigation, and because of differences in human nature itself, 
the investigation and analysis will differ from one case to another. A 
routine investigation and report followed by an admonition personally 
administered by an official may suffice in many cases. Others will require 
more intensive study involving work history, personality analysis, medical 
examination, psychiatric investigation, and sociological study of the case. 
While all cases cannot be aided through clinical treatment, it is assumed 
that everything possible will be done to aid the man in the proper perfor- 
mance of his tasks and duties before resorting to discharge. 


In the clinical study of cases normally reported for discipline, many 
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interesting and pertinent facts will be revealed. Home conditions, financial 
worries, moral problems, emotional complexes, and antagonistic attitudes 
which have a bearing on the man’s behavior will frequently come to light. 
Unfortunately, perhaps little can be done to relieve these circumstances 
with current techniques. However, a recognition of their existence may 
eventually lead to the development of methods for their solution. 


A few industrial firms have installed special services for the purpose of 
aiding the employee to make adjustments which will improve his worth to 
the company. The clinical approach may be productive even though no 
effort is made to provide special adjustment services. Certainly, discoveries 
of need for medical or optical treatment suggest their own remedy. Like- 
wise it may develop that retraining or reinstruction is needed to correct 
operating habits, to reinstate skills that have been permitted to wane, or 
to dissipate habits of recklessness which have crept into the man’s discharge 
of his duties. In many cases, sympathetic counseling of the worker or a 
frank discussion of his personal problems has a beneficial effect. 


The clinical method does not seek to multiply the number of extenua- 
tions and exceptions in dealing with discipline, but seeks to encourage a 
wider understanding on the part of employees of the need for disciplinary 
action and the justness of punishment meted out. No attitude of manage- 
ment and employees toward discipline can controvert the accepted fact that 
punishment when justified must be swiftly, fully, and firmly administered 
if there is to result a respect for rules and regulations on the part of the 
employee group as a whole. 


A broad knowledge of human nature is necessary in dealing with dis- 
cipline problems. Supervisors and other company officers charged with the 
responsibility of maintaining morale and administering discipline should 
possess such knowledge. The fact that this knowledge is not widely 
possessed is illustrated by the following points that are often overlooked: 


a. Most employees have false ideas about the profits being made 
through their efforts and are prone to excuse their personal short- 
comings for this alleged reason. 

b. Their reasoning is biased by feelings and emotions; hence things 
that seem logical to management may not appear so to the employee. 

c. Their daily experiences cultivate greater loyalty to their fellow- 
workers than to the company. 

d. There is often a feeling of insecurity based on false beliefs concern- 
ing the attitude of foremen and supervisors. 


e. Workers often feel that they deserve a better job than the one they 
now hold. 
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They are subjected quite frequently (almost continuously of late 
years) to propaganda unfavorable to their employers. 

The immediate supervisor is the company to many workers (and 
he may be failing to carry out the policy of the company with 
respect to employee relations). 

Every worker wants individual recognition—to be known, praised, 
and given evidence of confidence in his work. 

The worker must have explicit and detailed instructions. Human 
capacity for misunderstanding is almost limitless. 

He likes to express opinions and make suggestions, and if given an 
opportunity to do so is more likely to strive to do his job in the 
manner expected of him. 


The following methods have often been found helpful in correcting the 
conditions described above: 


a. 


False ideas about exorbitant corporate profits can be offset by pro- 
viding facts in graphic form. Most firms do not object to revealing 
such information, but few take the trouble to provide it. 

Since reasoning is biased, repeated appeals to logic must be made. 
A lesson in the effect of repetition and dramatic presentations might 
be learned from advertisers. 

Inter-employee loyalties are not in themselves destructive. Where 
antagonism to company policies has been reduced to a minimum, 
this sense of group loyalty may be an asset. 

The feeling of insecurity prevalent among many workers can be 
reduced by using discharge as a means of clearing out undesirables 
and incompetents rather than as a threat to secure compliance with 
regulations. It is no longer considered good personnel practice to 
permit foremen and supervisors to discharge workers on their own 
authority. This power should be centered in a higher official. 
Pride in one’s job can be encouraged. Some firms play up the 
importance of jobs in carefully written leaflets, house organ stories, 
and special awards for competent performance. 

Propaganda of an unfavorable nature can be met better by counter- 
propaganda than by criticizing and cursing the source of the unfa- 
vorable propaganda. 

Since the immediate supervisor represents the company to employ- 
ees, the selection and training of foremen and supervisors is ex- 
tremely important. Lack of skill and judgment on the part of a 
foreman often creates disciplinary problems. A foreman who knows 
human nature and likes men can secure employee cooperation and 
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thereby reduce the necessity of having cases brought to the attention 
of higher-ranking officials. 

h. Foremen should know their men by name, show an interest in some 
of the personal elements in the lives of individual workers, and be 
ready to praise where credit is due. 

i. Instructions should be patiently and clearly stated. Some instruc- 
tions should be given both verbally and in written form. Repetition 
is often necessary. Every supervisor should be a good teacher. 


j. Encourage employees to offer suggestions. Give credit for good ones. 


5. To what extent can authority for administering discipline be delegated? 
Do some supervisors create discipline problems? How can the su per- 
visor aid in solving discipline problems? 


Authority for administration of discipline should be centered in a 
first-line official of the company. Supervisors should not be permitted to 
discipline employees beyond the point of cautioning and advising the men 
under their direction of the possible consequences of their actions. The 
supervisor should report infractions and behavior difficulties to the official 
in charge of the administration of discipline. In emergencies the super- 
visor should have power to remove the worker temporarily from the job 
pending more specific orders from a higher official. ‘The only disciplinary 
tool that a good supervisor really needs is the power to report a worker to 
a higher official for investigation and possible action. Under no circum- 
stances should a supervisor be empowered to discharge an employee on his 
own authority. 

Supervisors may create discipline problems through their own personal 
shortcomings and through their lack of knowledge of proper methods of 
dealing with men. Supervisors should always be selected with the objective 
of obtaining men naturally qualified for such work. The mere fact that 
an employee has been a faithful worker is not sufficient justification for 
promoting him to a supervisory position. To be a good supervisor, a man 
must know how to persuade men, when to be firm, when to criticize, when 
to praise, and how to speak frankly without being offensive. He should be 
a man whose personal characteristics will not antagonize others and the 


type of person who can get things done without resorting to the use of the 
authority of his job. 


Supervisors can prevent discipline problems by becoming acquainted 
with their men, by offering helpful suggestions, and by encouraging the 
men to come to them with their personal problems. In some instances they 
can avoid making an issue of some slight infraction by reporting it in the 
light of extenuating circumstances that may have been involved. 
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The main task of the supervisor is to encourage the worker to discharge 
his duties conscientiously and efficiently. Some supervisors are ineffective 
because they are too easy with their men; others are too “hard-boiled.” A 
firm but sympathetic insistence on efficient performance is the proper atti- 
tude for the supervisor to assume. A steady, even disposition is essential. 
Men who have ups and downs, or good days and bad days, are not tempera- 
mentally suited for supervisory work and will create discipline problems. 


6. On what points should supervisors and investigators be trained for the 
purpose of preparing them to make useful clinical analyses of discipline 
cases? Should complete case records be kept? What are some of the 
elements that should be included in the record? How can the investi- 


gator be saved the necessity of laboriously collecting information of a 
routine nalure? 


In order to determine the action to be taken in a discipline case, the 
person or persons making the decision should have detailed information 
concerning the employee being considered. Past disciplinary action should 
be a matter of record and should appear in the employee’s individual folder. 
The entire history of the man’s connection with the company should be 
clearly recorded in such a way as to be quickly comprehended. Other items 
of information which should be available include the following: 


a. Personal information which ordinarily appears on the employee's 
personnel record. 

b. Health history, including information that might have a bearing 
on a worker’s actions. 

c. Educational history, including work done before becoming an em- 
ployee of the company and formal study engaged in since employ- 
ment. 

d. Work history covering jobs held before present employment. 

e. Special information relating to citations for meritorious service, 
demerits, accident record, service report, and complaints. 


This information should be supplemented by any available data per- 
taining to standardized test results, such as performance on intelligence 
tests, motor ability tests, and temperament tests. 

If the individual has been under observation for suspected nervous or 
mental disorders by a psychiatrist, the report of such investigation should 
be available. Special interviewers and investigators may prepare the case 
records for the official authorized to deal with the administration of dis- 
cipline. In addition to routine information, such interviewers and investi- 
gators should be trained to report on observations of behavior. These 
include facial expression, movements of head, face and hands, speech, con- 
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dition of clothing, attentiveness, and emotional behavior. Comments that 
may reveal attitude toward authority, toward discipline, or toward self 
should be recorded. Comments concerning financial status and home cir- 
cumstances should be noted. 


To simplify the preparation of such records, some companies delegate 
certain details to clerical workers, other details to supervisors, and still 
other details to special interviewers and investigators. Information of this 
type provides clues for the study and correction of faulty habits and atti- 
tudes. It makes possible intelligent decisions with respect to disciplinary 
action. 


7. Should the discharge of an employee be handled in the same careful 
manner as the selection and hiring of the employee? What constitute 
good reasons for discharging an employee? 


Most companies exercise extreme care in selecting an employee. The 
discharge of an employee should be handled with equal care. Written 
notices, pay envelope slips, and the like are not conducive to good relations. 
An employee to be released should be personally informed of the fact by a 
company representative. The reasons for discontinuance of service should 
be explained, and the person being discharged should be left in as satis- 
factory a frame of mind as possible. This is a difficult task and should be 
performed by someone skilled in handling such details. Otherwise ill-will 
created tends to cause the individual to discuss the company publicly in 
an unfavorable manner. 


The most defensible reason for discharging an employee is that work 
conditions are such that his services are no longer needed. This, of course, 
does not constitute disciplinary action. Discharge for disciplinary reasons 
varies from company to company. The tendency in the majority of com- 
panies is toward attempting to readjust the employee, to transfer him to 
some other kind of work, or in some other way to avoid outright dismissal. 
Some companies have, in the past, discharged men quite freely. Of course, 
numerous reasons might warrant discharge; e.g., dishonesty, fighting, re- 
peated violations of the rules in the face of warnings and admonitions, 
gross immorality, intoxication, and indefensible public relations are justi- 
fiable causes for discharge. 


8. What is preventive discipline? What are some of the training and 
morale-building techniques which can be used in preventive discipline? 
How can selection techniques be used to supplement preventive disci- 
plinary measures? 


The supervisor who adopts a constructive attitude toward discipline 
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attempts to convey to the employee the idea that the application of regula- 
tions makes for fair and equal working conditions for all concerned. He 
avoids a dictatorial and autocratic attitude toward the men under his 
supervision. In advising or cautioning a worker, he makes it plain that 
he is trying to aid the man to keep his job, instead of telling him that he 
can “either do the work right or quit.” He does policing without making 
it appear to be spying. He tries to convey to his men the impression that 
he wishes to help them maintain a good record. It is probable that a greater 
degree of leadership should be present in the makeup of supervisors than 
is ordinarily found. 

Continuous effort should be directed toward the promotion of morale 
among employees, which will reduce the necessity for disciplinary action. 
Group acceptance of company policies should be encouraged through the 
distribution of printed information in employee magazines, leaflets, posters, 
charts, and other media. .While the continual presentation of such infor- 
mation may have the earmarks of propaganda, it is usually effective if 
constructive facts concerning the company are presented. In this connection 
it should be pointed out that actual facts or information about the company 
are more effective than slogans and preachments. The propensity of the 
human mind to misunderstand is very marked. Most personnel executives 
have doubtless been amazed at reports that have frequently been circu- 
lated among their employees through grapevine channels. Continued and 
insistent circulation of constructive information is about the only successful 
way to combat such conditions. 

Giving careful attention to selection when replacing employees should 
aid in securing closer employee cooperation. It is now possible to apply 
psychological tests as a means of securing competent workers. Through 
the use of tests of personality, rating forms, personal investigation, and 
thoroughgoing interviews, it should be possible to avoid the selection of 
men who are eccentric, emotionally unbalanced, or temperamentally un- 
suited to the work which they must perform. Many discipline problems 
arise from emotional maladjustment. Precautionary selection should reduce 
the number of potential trouble-makers employed. 

Nore: An outline for investigation of discipline cases has been prepared by the 


author and is being distributed by the Pittsburgh Personnel Association. Copies may be 
obtained by addressing the author. 
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THE FOREMAN’S ROLE IN MANAGEMENT 


By E. B. ROBERTS 
Assistant to Vice President 
Westinghouse Electric & Manufacturing Company 


During the past decade the status of foremanship has been altered profoundly by 
various social and economic forces. Today, according to Dr. Roberts, the foreman 
emerges into a new world of enlarged opportunity, where his task is not merely 
to get things done but to get things done harmoniously. The author presents a 
thoughtful review of the trends of a decade, and outlines the threefold task of the 
foreman of the ‘40's. The article is based on an address before the New Jersey 
Industrial Conference Association. 


omen the question is sometimes raised: “Are foremen a part of man- 

agement?” Anyone who looks at management, analyzes it, and con- 
siders such ranges of duty and responsibility as have lately been assigned 
to foremen can answer this question in only one way. Management at no 
other level bears a wider range of managerial responsibility than that which 
falls on the shoulders of the foreman. 

To comprehend more clearly just how the foreman is a part of man- 
agement, let us look at the question a little more deeply. As I see it, man- 
agement functions at three distinct levels. At the top is policy management, 
which includes the policy officers of the companies, the chairmen of the 
boards, the presidents of the companies, the vice presidents in charge of 
various functional or divisional activities, the treasurers, and others. Policy 
management is represented by the officers, generally elected, who are 
responsible, under clearly defined bylaws, for the management of the 
property or activity. They are responsible to stockholder-owners, customers, 
and public. 

The intermediate level of management is that of executive management, 
composed of that group of managerial employees who are charged by the 
policy management with the administration of the organization’s work 
within some broad scope or function. Executive management includes plant 
superintendents, sales managers, auditors, chief engineers, and others of 
similar functions. 

Management at the third level is supervisory management, represented 
by foremen, supervisors, and departmental chiefs. These are as distinctly 
a part of management as those at the two higher-levels. Here the function 
is that of meeting situations and managing or directing the events and 
people that bear a relation to these situations in such a way that the over- 
all objectives are met. 
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In a smooth-running company, management at these levels functions 
as the parts of a smoothly working governor on a prime mover. Policy 
management sets the objectives and establishes the tone of the organization; 
executive management directs the several functions of managing, cost con- 
trol, engineering, finance, and sales; supervisory management meets and 
solves the myriad daily problems of interpretation of ideas into action, 
clarifies instruction, relates theory to actuality, and guides men in group 
action. It is the function of the executive at every level to apply and 
utilize effectively the abilities of those under his charge. So the broad 
responsibility of the foreman is the translation of ideas into action. It is 
his job to get things done. Ten years ago we would have stopped our defi- 
nition there. But today foremen must get things done in a world different 
from the world of 1930. Today we must add a significant word to our short 
definition. No longer is the foreman merely the man who gets things done; 
he is the man who gets things done willingly. The world has changed in 
the decade which we have now closed. Whether we are with those who look 
back on “the good old days” or among those who think “the best is yet to 
be,”” we must admit that things are different from what they were. So, 
regardless of which group we belong to, we can join in trying to discern 
just what the differences are. 

I do not want to stray into a discussion of sociology or of economics, 
but merely to get at the facts. What are the facts? Well, there are mainly 
four very real trends that have affected profoundly the position of fore- 
manship during the years 1930 to 1940. 


TRENDS OF A DECADE 


The first of these is the general rise in the intelligence level. With 
improved public education, the educational level has risen by at least four 
years during the decade. Is it not a fact that 10 years ago foremen were 
asking their trades-apprentice applicants if they had finished common or 
grade school? Today, I dare say, they are asking for a high-school diploma 
or its equivalent in self-development. This means that the level of intel- 
ligence which the foreman is called upon to direct has advanced. If he 
has not stepped ahead himself in the meantime, the educational differential 
between the supervisor and those supervised has been sharply narrowed. 

Then there has been a marked trend to larger participation by labor 
in the fruits of the wealth created. United States Department of Labor 
reports show that, in 1930, 79.3 per cent of the wealth created was disbursed 
in salaries and wages, while the balance went to management and to owner- 
ship. Throughout the decade there has been a continual increase in the 
participation of labor. In 1938, labor’s share was 85.4 cents out of every 
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dollar of created wealth. Let me be a little more specific with respect to 
that. Take the combined income and expense statements of all American 
business enterprises. We find that after the bills for purchased materials 
have been paid, after the tax bill has been paid, and after a very moderate 
allowance has been made for depreciation and obsolescence, the residue 
represents the value that has been added by the manufacturing process to 
the raw materials that came in. For each company, the additional worth 
represents the wealth that has been created by the work of its particular 
group of employees. How that wealth has been divided is the factor that 
has changed. Ten years ago, on the average, the worker got 79.3 cents; 
today he is receiving 85.4 cents. 

Then consider the change that has occurred in the pace of industry. 
Often this is incorrectly referred to as the speed-up. I think it is fairer to 
refer to it as change of industrial pace. All life moves at a higher tempo. 
Those who do not understand the change in industrial pace, or who want to 
throw a false light on the matter, are inclined to say: “In 1930, so many 
workers turned out so many units of product. Now just look at the situa- 
tion—the same number of workers turn out 114, 2 or even 21% times as 
many units of product. What can that mean except that industry has 
speeded up and is taking more out of the men than before?” Lost sight of 
is the fact that capable managers and their assistants are continually study- 
ing manufacturing methods and procedures with the objective of making 
the movements and work of the employee more effective, rather than of 
speeding up his physical activity—in other words, enabling him to turn out 
more created wealth for a given input of work. Time and motion study 
and operation analysis are frequently misunderstood and sometimes, I feel, 
not sufficiently well understood by foremen themselves. Their object is to 
improve the effectiveness of the individual in order that there may be more 
created wealth for all concerned. The American workman in very many 
of our important industries is greatly indebted to the improvements that 
have been made on his behalf during the past decade by management en- 
gineers. Not only is the worker receiving a greater proportion of the total 
wealth being created, but he is being enabled to increase the total of that 
wealth; he profits on both accounts. 


SOCIAL PIONEERS 


Then, of course, labor legislation developed at an accelerated rate as 
the decade advanced. Ten years ago there was no National Labor Relations 
Act; there was no Fair Labor Standards Act; there was no Walsh-Healey 
Act; the National Industrial Recovery Act had not even come into being. 
It is sometimes forgotten that these important laws have, in effect, followed 
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the improvement of employee relations in our important industries instead 
of being the cause of it. Pick a dozen progressive companies and examine 
their record. It was not by government that social security was first con- 
ceived. It was not by law that factory hours were originally reduced step by 
step from 65, to 60 to 50, and even to 44 and to 40. It was not in government 
that better housing had its inception. It has not been through government 
that industrial health has been made the subject of research and continuing 
improvement, nor was it in government that collective bargaining origin- 
ated. The vision of these policies and their development are written large 
in the industrial history of the great corporations. They have, however, 
all been crystallized into law during the latter half of the decade. This has 
had the beneficial effect of bringing into line the laggard companies. It is 
that aspect of the trend on which public attention has been focused. The 
public, generally speaking, has forgotten that the important industries 
pointed the way to these advances and that, without such pioneering work, 
they would never have come about. 

These, then, are the trends that have so changed the foreman’s sphere 
of activity and so greatly broadened his responsibility. Yesterday's fore- 
man had the single task of putting men to work and getting the work out. 
Today’s foreman emerges into a new world of enlarged opportunity. His 


task now is not only to get things done but to get things done harmoniously. 
And what a difference there is in that! 


A THREEFOLD TASK 


To get things done harmoniously—what does that mean? It means, first, 
that the foreman must inform his workers. It means, second, that he must 
mold their attitudes. It means, finally, that the foreman must apply the 
skills of his men. 


What a range of opportunity! What work that any man can do is more 
pregnant with possibility for the good of the individual, of industry, and of 
society? 

INFORM THE wWorKERSs. If he is going to measure up to that requirement, 
the foreman himself must be better informed. He must advance educa- 
tionally. He must know more of the objectives and policies of his company. 
He must know more about what goes on in his company than what takes 
place within the four walls of his department. He must understand the 
facts and the relationship of these facts to the things that are done. If the 
information does not flow to him in regular channels, he must ask for it 
of the executive management to which he is responsible. He must read more 
intelligently. He must keep abreast of current legislation, regulations and 
court decisions that apply to and affect industry, whether or not they im- 
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mediately affect his own department. He must possess information and he 
must know how to impart it. 


MOLD THEIR ATrirupEs. A larger job yet! He must study his men as 
never before—not only his men as a group but as individuals. He must 
perceive their human qualities. He must analyze them for their strong 
points and their weak ones, and learn to guide them and strengthen them. 
He must devote time and patience to giving his men, individually, many 
reasons for the things that affect them. He must learn to appeal to their 
emotions, remembering that man is a creature of the heart rather than of 
the head, that he is guided more by his feelings than by his mind. He must 
appreciate the fact that appealing to the emotions is a very different thing 
from appealing to the mind. One may be a putting in of ideas and infor- 
mation; the other, a drawing out of ideas. ‘To stimulate the springs of the 
emotions is a higher art than mere informing. The foreman must come to 
realize that emotions are the prime movers of life. He must learn to read 
deep meaning into the statement, “As a man thinketh in his heart, so is he.” 
How often all of us neglect the fact that our attitudes and actions are 
influenced more by sentiment than by logic! 


To these ends, tomorrow’s foreman must learn new skills, new tech- 
niques. If he will knock, new doors will open to him revealing principles 
that can be effectively put to work in getting things done more willingly 
than ever before. And he will discover that he himself will be able to 
maintain a higher and more genuine ideal of leadership. 


APPLY THEIR skILLs. Oh, yes, foremen have been doing that efficiently 
for a long time. In other days it was the chief content of the job of fore- 
manship. This still continues as an important function of foremanship, 
but along with others, it must be more effectively performed. If the stand- 
ard of life of American workers is to continue to advance, ways and means 
must be found by which workers may produce more. I have spoken of 
the debt of gratitude that I feel American workmen owe to the industrial 
engineers who have, by the application of scientific engineering principles, 
so rapidly increased the ability of individuals to turn out more and better 
work. The fact that American workmen in so many instances do not see 
this in its true light reveals the failure of foremen to fulfil the first two of 
the three responsibilities I have outlined. 


The foreman of tomorrow will view his executive responsibilities in 
the large. Those who continue to look at their job through the old spec- 
tacles of grandfather will find themselves falling behind. Those who look 
at their work in the large will grow with it. Their sense of present difficul- 
ties will be somewhat dissipated as it is replaced by the sense of larger 
leadership. 








A SELECTIVE READING LIST FOR 
PERSONNEL EXECUTIVES 


N response to many requests, the American Management Association 

publishes herewith a list of more or less recent books which it considers 
essential reading matter for the personnel executive. At best, any reading 
list must be highly selective, and a single list rarely meets the unanimous 
approval of those intimately familiar with the literature of a given field. 
In the group of books below there are many omissions; and, unquestionably, 
in several of the categories books could be mentioned that could be called 
“just as good.” ‘The list is simply a selection of books which the AMA 
Research and Information Bureau has found during the past few years to 
be useful to the individual engaged in personnel and industrial relations 
administration. 

It will be noted that the list with one exception does not include 
AMA's own publications, which are probably one of the largest single 
sources of information in this field of management. However, the Association 
has issued a new catalogue of its publications, which includes those bearing 
on industrial relations and personnel administration. ‘The catalogue is 
entitled “Recent Publications of the American Management Association” 
and may be procured by writing to the Association. 


Labor Problems 


Labor Economics and Labor Problems. By Dale Yoder. McGraw-Hill Book Company, Inc., 
New York, 1939. 2nd ed. $3.50. 
Labor problems are appraised in terms of the basic economic relationships and 
social processes involved, and suggestions for social action are evaluated in terms 
of their economic implications. 
Labor Problems and Labor Law. By Albion G. Taylor. Prentice-Hall, Inc., New York, 
1938. $5.00. 
A broad study of contemporary labor problems based upon a consideration of 


underlying legal principles and the historical inter-relationships of labor or- 
ganization, economic conditions, and labor law. 


Personnel Administration and Industrial Relations 


The Management of Labor Relations. By Gordon S. Watkins and Paul A. Dodd. McGraw- 
Hill Book Company, Inc., New York, 1938. $4.00. 
The nature and development of personnel management are outlined and _ its 
various techniques described. Sections on the psychological aspects of labor 
relations and joint relations and collective bargaining illustrate recent significant 
changes in industrial relations and effective ways of meeting these changes. 
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Executive Guidance of Industrial Relations. By C. Canby Balderston. University of 
Pennsylvania Press, Philadelphia, 1935. $3.75. 
Case studies of the personnel and industrial relations programs of 25 companies 
selected as outstanding in this field. In the second part of the book the factors 
underlying personnel decisions are discussed, a selected composite program is 
set up, and an appraisal is made of methods and conflicting concepts. 


The Determination and Administration of Industrial Relations Policies. By Helen Baker. 
Industrial Relations Section, Princeton University, Princeton, N. J., 1939. $1.50. 

A study based on an analysis of go manufacturing companies of varying size 

and type and 10 public utilities. Personnel programs and activities are described 

and evaluated in the process of showing how and by whom policies are deter- 

mined and administered. Certain basic principles are evolved which seem to 

be essential to the successful development of an industrial relations program. 


Human Relations Manual for Executives. By Carl Heyel. McGraw-Hill Book Company, 
Inc., New York, 1939. $2.00. 
Hundreds of tested practices in the field of human relations are briefly presented 
and are so arranged and classified that reader interest is maintained throughout. 
The book provides a basis for comparison of individual company practice with 
the practices of others. It should also prove especially useful as an auxiliary 
text in programs of supervisory training. 


Management and the Worker. By F. J. Roethlisberger and William J. Dickson. Har- 
vard University Press, Cambridge, Mass., 1939. $4.50. 
A report on the extensive and important personnel studies that have been 
conducted at the Hawthorne Works of the Western Electric Company in cooper- 
ation with the Harvard Graduate School of Business. 


Personnel Activities in American Business. Studies in Personnel Policy No. 20. National 
Industrial Conference Board, Inc., New York, 1940. 


A summary of current personnel activities in 2700 establishments. 


Organized Labor 


American Labor. By Herbert Harris. Yale University Press, New Haven, Conn., 1939. 
$3.75. 
Development of trade unionism in the United States is exemplified through 
case material covering the Mine Workers, Carpenters, Newspaper Guild, Ladies’ 
Garment Workers, railroad unions, automobile unions, and the Textile Workers 
Organizing Committee. 


Unions of Their Own Choosing. By Robert R. R. Brooks. Yale University Press, New 
Haven, Conn., 1939. $3.00. 
Tells how the National Labor Relations Board works. Inter-union conflicts 
and unfair practices of labor are also discussed. Court decisions on Board cases 
are analyzed, and the possible future of the Board is considered. 
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Organized Labor and Production. By Morris L. Cooke and Philip Murray. Harper & 
Brothers, New York, 1940. $2.50. 
Proposes a cooperative solution for the problems of workers and management 
which should result in efficient production and provide a just stake in industry 
to its workers. Mr. Cooke is a prominent authority on scientific management, 
and Mr. Murray is chairman of the Steel Workers Organizing Committee. 


The Collective Labor Agreement: How to Negotiate and Draft the Contract. By Elias Lie- 
berman. Harper & Brothers, New York, 1939. $3.00. 

The first part of this book discusses the evolution and legal status of the labor 

agreement, and suggests techniques for negotiations. The second part contains 


a large selection of specimen contract clauses with notes on legality and problems 
involved. 


The Seniority Principle in Union-Management Relations. By Frederick H. Harbison. In- 
dustrial Relations Section, Princeton University, Princeton, N. J., 1939. 75 cents. 
A 38-page report, based on visits to plants and interviews with company and 
union Officials, which presents a picture of prevailing conditions and opinions 
in this experimental field. 


Salary and Wage Administration 


Compensating Industrial Effort. By Z. C. Dickinson. ‘The Ronald Press Company, New 
York, 1937. $4.50. 
An analysis of the numerous problems connected with compensation: incentives, 
measurement of production, time study, job analysis, profit sharing, suggestion 
systems, and non-pecuniary incentives. 


Executive Salaries and Bonus Plans. By John C. Baker. McGraw-Hill Book Company, 
Inc., New York, 1938. $3.50. 
A study of the practices and policies observed by corporations in paying their 
executives. Based on data from Federal Trade Commission, Securities and 
Exchange Commission and corporation reports. 


Wage Determination. By John W. Riegel. Bureau of Industrial Relations, University 
of Michigan, Ann Arbor, Mich., 1937. $1.00. 


\ noteworthy study of wage administration in 60 representative firms. Dis- 
cusses the problems to be faced in each step of determining basic wage rates 
and the equitable compensation for individual employees. 


Salary Determination. By John W. Riegel. Bureau of Industrial Relations, University 
of Michigan, Ann Arbor, Mich., 1940. Report No. 2. $3.50. 
Outlines sound salary policies and the procedure for implementing them 
through salary surveys, job analysis and evaluation, and individual rating. 
Based on practices of 40 companies which have directed special attention to 
these problems. 


A Case History in Salary and Wage Administration. By Samuel L. H. Burk. Reprint 
from PERSONNEL, Vol. 15, No. 3, February, 1939. American Management Association, 
New York. 25 cents. 

The objectives adopted and procedures followed with respect to wage and 
salary determination at The Atlantic Refining Company in Philadelphia are 
described and illustrated with forms and charts. 
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Training Problems 


Training Solutions of Company Problems. By Martin S. Firth. Studies in Personnel 
Policy Nos. 15 and 18. National Industrial Conference Board, Inc., New York, 1939- 
1940. 

The title reflects the significant place training has come to hold in the policy 
of progressive companies. The training programs of a number of these com- 
panies are admirably summarized, and important questions in the field discussed 
in such a way as to provide consultative guidance for executives who must 
make decisions on these matters. 


Training Procedure. By Frank Cushman. John Wiley & Sons, Inc., New York, 1940. 
$2.00. 
A discussion of the problems encountered in planning, organizing, operating 
and maintaining efficient training programs in industrial, business and public 
service organizations. 


> 


How to Train Supervisors. by R. O. Beckman. Harper & Brothers, New York, 1940. 
$3.00. 
The fundamentals of conference leading are defined and the principles of this 
art applied to supervisory training in a manual of procedure. This is followed 
by prepared material for the discussion group on 32 key subjects covering the 
range of supervisory responsibilities. 


The Office Supervisor. By H. FE. and M. C. H. Niles. John Wiley & Sons, Inc., New 
York, 1935. $2.00. 
Designed to give the present or prospective supervisor a general and compre- 
hensive view of what is required of him. Definite practices he should observe 
in handling both people and work are outlined. 


Miscellaneous 


Profit Sharing for Wage Earners. By C. Canby Balderston. Industrial Relations Coun- 
selors, New York, 1937. $2.00. 
The record of profit sharing in the United States and Great Britain is outlined 
and conclusions are drawn as to the proper place for this device in a personnel 
program. Details of American plans are given in an appendix. 


Company Pension Plans and the Social Security Act. By F. Beatrice Brower. Siudies in 
Personnel Policy No. 16, December, 1939. National Industrial Conference Board, 
Inc., New York. 

This study examines the formal pension plans of 220 companies in the manu- 
facturing, insurance and public utility fields. Both group-annuity and self- 
administered plans are analyzed, and trends in types shown. Definite-benefit 
and money-purchase plans are compared. The effect of the Social Security 
Act upon company plans is shown, and the results of the use of pension plans 
are evaluated. 


Profit Sharing and Pension Plans: Their Creation and Tax Effect. By C. Morton Wins- 
low and K. Raymond Clark. Commerce Clearing House, Inc., Chicago, 1939. $2.00. 
Various types of profit-sharing and pension plans are discussed, and the Federal 

tax laws affecting such plans are analyzed and commented upon. 
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Industrial Health. By C. O. Sappington, M.D. 
1939- $3.75. 
This volume stresses the importance of the industrial health problem and out- 


lines a program for industrial medical departments. Specific methods are 


described and costs indicated, and a useful collection of specimen health forms 
is included. 


Industrial Commentaries, Inc., Chicago, 


RECENT BOOKS ON LABOR RELATIONS 


LABOR RELATIONS IN THE AUTOMOBILE INDUSTRY. By William Heston 
McPherson. The Brookings Institution, Washington, D.C., 1940. 173 pages. $1.50. 
In this concise and unbiased story of the UAW, Mr. McPherson pictures with swift 
strokes the effects of unionization on the automobile industry. Among the topics 
covered are employers’ associations, union recognition and collective agreements, 
grievance procedure, strikes and boycotts, selection and promotion, lavoff and recall, 
retirement and discharge, and productive efficiency. 


WAGE SETTING BASED ON JOB ANALYSIS AND EVALUATION. By C. Canby 
Balderston. Industrial Relations Counselors, Inc., New York, 1940. 68 pages. $1.00. 
Professor Balderston here reviews the different techniques of job analysis and appraises 
them in terms of good industrial relations policy. After dealing with definitions and 
descriptions of procedures, he discusses the problems involved in planning a job analysis 
project, the actual steps necessary to an analysis of both hourly-rated and salaried work, 


and the application of the rate schedule growing out of an analysis project. 


ONE THOUSAND STRIKES OF GOVERNMENT EMPLOYEES. By David Ziskind. 
Columbia University Press, New York, 1940. 280 pages. $3.00. An analysis of the 
records of 1,119 government strikes. Dr. Ziskind makes a scholarly examination of the 
extent, causes, and legal aspects of these strikes, the techniques employed, methods of 
settlement, and the attitudes of the opposing parties. 


THE NATIONAL LABOR POLICY AND HOW IT WORKS. 


By Joseph Rosen- 
farb. Harper & Brothers, New York, 1940. 732 pages. $5.00. This 


is an exhaustive 
and fully documented analysis of the developments which resulted in the National Labor 


Relations Act, and the law’s administration by the NLRB since its inception. Problems 
of administrative procedure and their remedies, enforcement tactics, the issues of pro- 
posed amendments to the Act, and the distillation of principles of labor relations from 
scores of Board and court cases are systematically arrayed. This over-all record of the 
NLRB’s activities is the work of an attorney on the Board. 


INDEPENDENT LABOR ORGANIZATIONS AND THE NATIONAL LABOR 
RELATIONS ACT. By Frank T. Bow. Prentice-Hall, Inc., New York, 1940. 120 pages. 
$2.00. This book is addressed to employees who desire to form an independent labor 
organization which will pass the scrutiny of the NLRB. Competent advice is presented 
with regard to the problems encountered in the establishment of such a union and 
the subsequent bargaining process, and a major part of the volume is devoted to a 


discussion of the general principles upon which the constitution of the independent 
organization should be framed. 
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AMERICAN MANAGEMENT ASSOCIATION 


Chairman of the Board—W. L. Batt, President, SKF Industries, Inc., Philadelphia, Pennsylvania. 

Chairman of the Executive Committee—Tuomas Roy Jongs, President, American Type Founders, 
Inc., Elizabeth, New Jersey. 

Chairman of the Finance Committee—Haroip V. Cores, Manager, Industrial Department, Ford, 
Bacon & Davis, Inc., New York, N. 

President—A.vin E. Dopp, 330 W. 42nd Street, New York, New York. 

be Sah ae L. Mapven, Third Vice- President, Metropolitan Life Insurance Company, New 

ork, N. 
Secretary—Henry J. How ett, 330 W. 42nd Street, New York, New York. 


VICE-PRESIDENTS IN CHARGE OF DIVISIONS 


mm ~% and Accounts—F. B. FLanive, Comptroller, Columbia Gas & Electric Corporation, New 

or 

Office 1 C. Firtu, Managing Editor, Dun’s Review, New York, N. Y. 

Pern NOY. W. Duerz, Personnel Relations Manager, Western Electric Company, Inc., New 

ork, N 

Production—Raymonp S. Perry, Vice-President, Ingersoll Milling Machine Company, Rockford, Ill. 

industrial Marketing—E. O. S1REVE, Vice- President, General Electric Company, Schenectady, N. Y. 

Consumer Marketing—Irwin D. WoLr, Vice- President, Kaufmann Department Stores, Inc., Pitts- 
burgh, Pennsylvania. 

Insurance—Ratrpu H. Biancuarp, School of Business, Columbia University, New York, N. Y. 


VICE-PRESIDENTS AT LARGE 


W. J. Donatp, Managing Director, National Electrical Manufacturers Association, New York, N. Y. 
C. J. Hicks, Industrial Relations Counselors, Inc., New York, New York. 


PAST PRESIDENTS 


W. W. Kincaip, Chaisman of the Board, The Spirella Company, Inc., oe Falls, New York. 
Sam A. Lewisoun, President, Miami Copper Company, New York, New York. 
F. L. Sweetser, Partner, Stevenson, Jordan & Harrison, New York, New York. 
C. S. CHING, Director of Industrial and Public Relations, United States Rubber Company, New York. 
W. J. Grauam, Vice-President, The Equitable Life Assurance Society of the United States, New York. 


BOARD OF DIRECTORS 
Term Ending 1940 


Ouiver F. Benz, fpeter of Sales, “Cellophane” Division, E. I. du Pont de Nemours & Company, 
ee " 

i. CoLtieEr, Vice- President, Crane Company, Chicago, Illinois. 

T. W. DINLOCKER, Secretary and Treasurer, SKF Industries, Inc. . Philadelphia, Pennsylvania. 

Mark M. Jones, President, Akron Belting Company, New York, New York. 

R. Oakey Kennepy, Vice-President, Cluett, Peabody & Company, Inc., Troy, New York. 

J. H. Macreop, Vice-President, Sales Division, The Hinde & Dauch Paper Company, Sandusky, Ohio. 

J. W. Ovtver, Secretary, The Linen Thread Company, Inc., New York, New York. 

O. D. Reitcu, Vice-President, Dexter Folder Company, Pearl River, New York. 

S. F. Suattuck, Vice-President, Kimberly-Clark Corporation, Neenah, Wisconsin. 

Cuarves A. TATTERSALL, Secretary, Niagara Hudson Power Corporation, New York, N. Y. 


Term Ending 1941 


D. F. Carpenter, Director of Manufacturing, Remington Arms Company, Inc., Bridgeport, a 

Duptey Cates, Vice-President, Commercial Investment Trust Cor am, New York, 

H. W. Donce, Vice-President, "The Texas Company, New York, 

Water D. Futter, President, Curtis Publishing Company, Philadelphia, Pa. 

Cuartes P. McCormick, President, McCormick & Company, Inc., Baltimore, Md. 

Keira S. McHueu, Vice- President, American Telephone & ‘rebonvesh Company, New York, N. Y. 

Eart M. RicHarps, Assistant Vice-President in Charge of Operations, Republic Steel Corporation, 
Cleveland, Ohio. 

Merritt B. Sanps, President, Dictaphone Corporation, New York, ¥.. 

Tuomas G. Spates, Director of Industrial Relations, General Foods _ New York, N. Y. 

Georce H. WILLIAMSON, President, Williamson Candy Company, Chicago, II 


Term Ending 1942 


C. R. Dootey, Manager, Industrial Relations, Socony-Vacuum Oil Company, Inc., New York, N. Y. 
M. B. Fotsom, Treasurer, Eastman Kodak Company, Rochester, Z. 
anette f 3 Harte, Vice-President, North American Cement Corporation, New York, N. Y. 
C. JoHNson, President, H. A. Johnson Company, Boston, Massachusetts. 
ais Kozak, New York, New York. 
H. Nicxett, Manager, Insurance Division, Philadelphia Electric Company, Philadelphia, Pa. 
SRNEST F. Rumpr, Vice-President, Pittsburgh Coal Company, Pittsburgh, Pennsylvania. 
Joun A STEVENSON, President, The Penn Mutual Life Insurance Company, Philadelphia, Pa. 
Sn oe STIVvers, Office Manager, Jewel Tea Company, Inc., Barrington, Ill. 

















